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A number of the business men who are regular 
readers of World Report have written in to enter 
subscriptions to our new magazine for the key 
men in their organizations. They‘ve told us that 
they consider these subscriptions a wise invest- 
ment in their company’s future. 

It isn’t at all surprising that business executives 
—the men who are in the best position to watch 
business conditions and judge their future direc- 
tion—have warmly welcomed World Report. 


These men have been quick to realize that tomor- 
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row’s biggest opportunities lie in world-wide 


buying and selling, quick to recognize World 


Report as an unrivalled source of information 
about world trade and international relations. 

lt would be a good idea for you to make a list 
right now of the men in your organization who 
should be reading World Report. You know how 
valuable the weekly issues are to you, and the 
phases of your planning with which World Report 


helps you most. Your own experience with the 


publication should help you decide who else, 


in your company should read it. And for your own 
sake and theirs, be sure to include those friends 
of yours who often borrow your copy. 

Now ... . why not start a subscription to 
World Report for each of those you have listed? 

It's a very thoughtful way to provide your 
associates with interesting background reading 
for their important decisions. The subscription rate 


is $4 for the next fifty-two weekly issues. 
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Six out of ten British citizens oppose a 
new U.S. loan. A poll shows that only 
two out of ten favor it. The majority 
thinks it unwise to mortgage Britain’s fu- 
ture, and complains of conditions attached 
to the current loan. The minority believes 
rations will have to be cut unless the Gov- 
ernment again borrows from the U.’S. 
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Imports of wool are to be limited by 
Portugal by the size of the Portuguese 
wool clip. The Ministry of Economy is 
telling manufacturers they can import as 
much wool as they wish, provided they 
match the imported wool with an equal 
amount of domestic fiber. 
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Belgium is to produce a “Peoples Auto- 
mobile” in the near future. The car: will 
b. a small model of a popular make. Bel- 
gium manufacturers also plan to build a 
touring type of aircraft. 
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A new plastic material which is 1/20 
the weight of water is being emploved 
by manufacturers of motorboats and life- 
buoys in the Soviet Union. Its low heat 
conductivity makes it readily adaptable 
also for the manufacture of refrigeration 
equipment. 
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‘;panese Government loans to industry 
in the first five months of this year 
amounted to more than $110,000,000. Of 
the total, $40,000,000 was for capital im- 
provement or replacement, and $60,000,- 
000 for current operations. This indicates 
that Japanese industries still need large 
sums for raw materials and similar opera- 
tion expenses. Restrictions have been 
eased on loans to small producers of goods 
needed by export manufacturers. 
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A Belgian loan in Switzerland has been 
oversubscribed .two and one half times. 
Although only $11,500,000 was accepted, 
Swiss banks had offered $29,000,000. It 
was the first issue launched outside of 
Belgium since the liberation, 
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Health and retirement insurance for 
employes is to be made compulsory in 
Egypt. The plan covers commercial and 
industrial workers and nonpensionable 
public officials. Contributions from em- 
ployers, employes and the state will fi- 
nance the scheme. A separate plan fer 
agricultural workers and peasants is un- 
der consideration. 
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An automobile assembly plant, to be 
built in Malaya within the next year, will 


distribute U.S. cars and trucks through- 
out the Far East. 
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Outside capital now may be invested 
in non-scheduled aviation enterprises in 
Spain. The amount must not exceed 25 
per cent of the total capital. The invest- 
ment may be in cash or in equipment not 
obtainable from Spanish national pro- 
duction. 
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Conversion of British locomotives to 
oil is progressing slowly. In eight months, 
only 23 engines have been changed over 
out of 1,229 scheduled for alteration. 
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The South African boom continues. 
Monthly shipments of coal to the coast 
for export are 40 per cent above the 
1939-45 average, and petroleum trans- 
port is 30 per cent higher. Shipments of 
chrome ore and manganese are running 
600 per cent above the wartime level. 
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Relatives of Allied prisoners who died 
while building airports, roads and rail- 
ways for enemy countries will receive 
payments from governments now owning 
those assets, if the Allies accept a plan of 
an ex-servicemen’s organization in Aus- 
tralia. 
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Norway's invisible exports in the form 
of shipping services are reducing by one 
third the trade deficit incurred monthly. 
The adverse balance, however, still aver- 
ages $25,000,000 a month, against $8,- 
500,000 a month in the last prewar year. 
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Daily air service between Britain and 
Australia will begin January 1, utilizing 
flying boats and mail-passenger planes. 
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Department store sales in Japan are in- 
creasing. The value of sales by 109 stores 
during the first five months of 1947 rose 
at the rate of $2,500,900 a menth. Total 
sales this year may exceed $100,000,000, 
against last year’s total of $27,600,000. 
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Australia soon is to open new immigra- 
tion offices in eight countries. The offices 
will be situated in New York, San Fran- 
cisco, Oslo, The Hague, Paris, Berlin, 
Shanghai, New Delhi and Cairo. 
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What U. S. citizens want to know is whether to look on aid to 
Europe as charity or an investment in the future. What European 
peoples want to know is-whether the future holds enough hope to 
make the game worth the candle. On both sides of the Atlantic, it 
boils down to this question of hope in the future. That is what gives 
importance to conferences going on in Europe now. Europe still has 
immense resources and capacities. Can they be effectively pooled? An 
analysis of prospects for Continent-wide action is given in a dispatch 
on page 5. 


In Japan, the shift is from diplomats to engineers. To find out why 
such technical talent is to be used to move the Far East out of an 
economic stalemate, read the dispatch on page 18. 


A tested precedent has been found for the detailed manage- 
ment of U. S. aid to Greece. It’s been quietly in operation for five years 
in an entirely different part of the world. What it is, where it has been 
tried, how it has worked out, and how it is to be applied in Greece are 
all explained on page 16. 


Everyone wants to move faster in settling German affairs. 
But they don’t agree on what direction to take. Britain and the U. S. 
made a start toward joint action earlier this year. But the hoped for 
speed didn’t materialize. Now the same two nations are taking the 
lead in new proposals. It’s an elaborate blueprint that is emerging, 
and a costly one. The new pattern for Germany is analyzed on page 8. 


Anyone who spends five billion dollars a year is an important 
customer. That figure is the rate of British imports. An analysis of the 
problem of payments and of possible shifts in British buying is on 
page 10. : 


What the Arabs want is a question of rising importance. The 
Arab lends lie at the strategic and commercial crossroads of the world. 
Now a young organization, the Arab League, is raising its voice in 
world councils. Its member states have a population of 34,000,000, 
aspire to enlarge the League to embrace@the ,world’s 300,000,000 
Moslems. The special report on page 22 sheds light on the men who 
run the Arab League and the direction of their thinking. 


The British man in the street is finding new and lively meanings 
in statistics. He has been jolted into a sudden realization that when 
Cabinet Ministers juggle figures the results may show up on his dinner 
table. The A-B-C of how it works is on page 24. 


The Editors of "World Report” 
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FROM THE CAPITALS OF THE WORLD 


For World Report 
Issue of July 8,1947 
r Volume 3, No. 2 


Europe, in all probability, will get new billions from the U.S. 
Size and terms of U.S. aid will be set, or about fixed, by year’s end. 
That's the outlook at this time. It rests partly on Europe's obvious need, 
partly on the dangers of letting Europe fall to pieces. It rests as much, too, 
on & growing conviction among U.S. officials that overseas sales are more im- 
portant than hitherto realize for high employment and full .production in the U.S. 


At present, the U.S. is playing its cards cautiously, deliberately..... 

European responsibilityis being stressed at every opportunity. 

Productive projects are emphasized for a full use of skills and goods. 

A_ continental approach, a common sharing of facilities, is encouraged. 

U.S. is firm in insisting on as much self-help as Europe can muster. 

The prevailing idea is that if Europe is forced to plan, to pledge a more 
efficient utilization of resources, then the necessary dollars can be justi- 
fied as a promising investment, as a real remedy, not just relief. 


In the early stages, these are favored suggestions: 

A central authority to fix priorities and allocate materials. 

A transport pool to get a wider use of existing rolling stock. 

A cold-storage system to obtain better distribution of foodstuffs. 

Those are some of the simpler illustrations. On basic needs such as coal, 
the real answer is a revival of Germany's Ruhr. Mining experts say that no- 
where else can more coal be gotten as rapidly and as readily. By comparison, 
France's mines are regarded as uneconomical for expensive development. The 
present course of Europe's planning is analyzed in a dispatch on page 5. 


Official economists in Washington are also working over charts..... 

European plans, when drawn, are to be rechecked by U.S. experts. 

Dollar estimates are not to be accepted without verification. 

Requested goods are to be related to U.S. productive capacity. 

The U.S. preference is inclined toward a lump-sum, annual authorization. 
Guesses of $5,000,000,000 for five years are still without solid support. But 
there is a feeling that an over-all scheme, with assurances of its performance, 
would have a better chance to win popular approval than a piece-meal approach. 


Any lingering hope of avoiding new credits has faded out..... 

Europe in spending dollars about twice as fast as she earns dollars. 

European investments in U.S., if sacrificed, couldn't meet all requirements. 
(over) 
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Exhaustion of dollars, now available to Europe, is likely early in 1948. 
Preliminary surveys indicate that, despite their present high rate, exports 
from the U.S. to Europe aren't unduly draining U.S. goods and resources. Official 
verification must await a report by President Truman's-study committee. A program 
of accelerated stockpiling of scarce raw materials is a likely recommendation. 


Trouble with Russia is unlikely to upset the pattern of things to come. 

Russia may delay, but can't prevent Western Europe from reviving. 

Russian strategy isn't designed to precipitate a head-on collision. 

Russia hopes to get aid for Poland, but doesn't want to loosen her control. 

If forced to choose, Russia shows signs of staking her future on tsolation, 
economic, if not political. That's far from sure, however. For Russia has a 
problem of keeping her own people in line at a time when they want to enjoy a 
little more of the good things of life. 











Official figures show up the hard life of a Russian worker..... 

Living costs are running far ahead of wage increases. 

A suit of clothes, for example, eats up about seven weeks' pay. 

A pair of shoes costs a Russian almost three weeks’ pay. 

Russian workers are definitely worse off than they were before the war and 
the standard of life then was extremely thin. You get this story on page 12. 











Boom in much of Latin America shows signs of a slowdown..... 

Argentina, which hoped to buy from the U.S. at a $750,000,000 annual rate, 
now finds that she will do well to finance $700,000,000 in purchases. 

Brazil keeps applying more restrictions and controls on imports. 

Chili is not getting the lift she expected from higher-priced copper. 

Venezuela continues to be a bright spot for sales and investment. 

Mexico is readjusting her economy to a much reduced turnover. 














The problem in Argentina, in simple terms, is this: : 

President Peron is trying almost overnight to turn an agrarian state into 
a highly industrialized, self-sufficiént nation. 

British credits are sacrificed in order to get title to railroad lines. 

Dollars are used to finance nationalization of a telephone system. 

Argentine bonds held abroad are redeemed before due to show independence. 

Internal spending is at a rate far above peacetime levels. : 

It seems that Argentina may have tried to do too much too rapidly. Idea 
now dominating Argentina's policies is that the rest of the world still needs 
her wheat and meat and can be made to pay dearly for that privilege. 














As far as conditions in Asia are concerned..... 

China wants many dollars, but is not high on the list for U.S. attention, 
unless she makes big reforms. Bargain sales of ammunition to China are an 
easy way of propping up Chiang Kai-shek's forces, but that doesn't last long. 

Japan is to continue to lean heavily on U.S. ideas’ and U.S. assistance. 

The rest of the Far East couldn't qualify for reconstruction aid just now. 
Java, for example, has 200,000 tons of sugar for export, but political tension | 
with the Dutch prevents anything like normal business transactions. Disorder 
prevails in French Indo-China and a rice surplus, needed elsewhere, is bottled up. 
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TIMETABLE FOR THE RECOVERY 


Outline of the steps to be taken in drafting 
a program of self-help for the Continent that 
will win approval of the American Congress 


Reported from LONDON, 
PARIS and WASHINGTON 


If the diplomats permit, Europe's 
planners think they know how to make 
the Continent a sound investment, not 
an endless drain for U.S. dollars. 

By September, according to the time- 
table, the experts behind the diplomats 
hope to be ready. At that time a Euro- 
pean recovery program is to be submitted 
to the U.S. Government in response to 
the request of Secretary of State George 
C. Marshall. The steps to be taken be- 
tween now and then are shown in the 
charts on the next two pages. 

Europe’s leaders are coming to under- 

stand that the U.S. does not want just 
another list of what Europe needs. What 
is wanted is a firm commitment from Eu- 
rope to throw every ounce of her own 
weight into an effort for permanent re- 
covery. Without such assurances, the 
U.S. Congress would be unlikely to pro- 
vide funds for the Marshall Plan. 
@ What Europe can do to qualify for 
American help under the Marshall Plan 
is to mobilize its resources of man power 
and materials for the maximum of eco- 
nomic efficiency and for the recovery of 
the Continent as a whole. 

Production of the ingredients of re- 
covery, such as coal, steel and fertilizer, 
would be stimulated in those areas that 
can produce the most at the lowest cost, 
regardless of nationalistic interests. 

Men and materials would have to be 
allowed to flow freely from areas of sur- 
plus into areas of scarcity. 

@ The mechanism for administering 
such a program has not yet been de- 
signed, but the outlines of its probable 
structure already are becoming visible. 

There would be a central development 
agency representing all the participating 
countries. It would have under it a num- 
ber of committees regulating production 
and allocation of such things as coal, 
electric power, food, steel and fertilizer. 

In effect, the agency would form a 
pool of the basic commodities required 
by Europe’s agriculture and industry. 


Through its committees, the agency 
would pump these materials, plus ma- 
chinery from the U.S., into the places 
where they would get the best results 
toward a permanent reconstruction of 
the European economy. 

The .criterion for allocating supplies 
would not be “who needs it most,” but 
“who can do the most with it” for Euro- 
pean recovery. 

@ The ingredients of recovery, to a 
large extent, exist in Europe. The prob- 
lem of the planners is to persuade Euro- 
pean nations to pool these ingredients for 
their common good instead of hoarding 
them or quarreling over them for national 
interests. 

Coal is the basic ingredient. Without 
more coal, Europe cannot produce the 
many other things her people need. 

The immediate problem is to raise 


OF EUROPE 


continental coal production by at least 
seventy-five million tons a year. That is 
what the planners figure it will take to 
relieve Europe of its ruinously expensive 
dependence on the U.S. for coal, which 
is costing her about $750,000,000 this 
year. 

There are only two places in Europe 
where coal production can be increased 
in a short time and on a large scale: Pol- 
ish Silesia and the German Ruhr. Al- 
though the mines in those areas produce 
more coal per man-hour than any others 
in Europe, their output now is less than 
half of capacity. 

Some planners believe that, to get the 
maximum amount of coal in the shortest 
possible time, Europe will have to give 
top priority for mining machinery, food 
for miners, coal cars, etc., to Silesia and 
the Ruhr. That would be a bitter pill for 
Britain and France, who want to modern- 
ize their own mines. In line with present 
planning, the French and British would 
have to be satisfied instead with the as- 
surance of a fair share of the increased 
output of coal from Germany and Poland. 

Food ranks with coal as one of the two 
most urgent problems. At present, Europe 
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JUNE 17-18 


Foreign Ministers Bevin of Britain and 
Bidault of France confer in Paris to 
discuss possibility of framing plan for 
recovery of Europe. 


Secretary of State Marshall, in Har- 
vard speech, stresses need for large- 
scale aid to Europe; suggests Euro- 
pean nations draw plan. 


is spending almost five sixths of all its 
dollar credits on food. 

Food production in Europe still is far 
below prewar levels, which were not 
enough for self-sufficiency. To make the 
most of its own potentialities, Europe 
will have to: 

1. Give priorities to the manufacture 
of farm equipment and fertilizers. 

2. See to it that adequate supplies of 
such essentials are sent to the food- 
growing regions, especially France and 
Eastern Europe. 

3. Manufacture and import refriger- 
ator cars to move perishable foods such 
as fruit, vegetables and fish. 

4. Give an incentive to farmers to sell 
their produce by giving them something 
to buy with their money. That means 


6 © WORLD REPORT 








JUNE 27 


Bevin, Bidault and Molotov meet in 
Paris to, decide if Russia will partici- 
pate in forming European recovery 
plan and on what terms. 


President Truman backs up the Sec- 
retary of State by naming committee 
to report on U.S. capacity to furnish 
aid to other countries. 


~~ 
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channeling more textiles, household fur- 
nishings and other consumer goods into 
rural areas. 

5. Loosen the currency restrictions 
that cause food surpluses to pile up in 
some parts of the Continent while other 
areas starve. There is now a 600,000-ton 
glut of fish backed up in Norway, Great 
Britain and Denmark. This surplus is 
largely the result of currency and trans- 
portation difficulties. 

Transportation provides another ex- 
ample of how Europe might get much 
more out of its facilities. William H. 
Lowe, World Report staff correspondent, 
radios from London that plans for a Eu- 
ropean transport pool already are being 
discussed. He says: 

“Informal advice now being given by 





Smaller European countries, led by 
Belgium, Netherlands, Italy and Lux- 
embourg, join in planning program 
Poland and Czechoslovakia show in- 
terest. 


JUNE 22 


President also names group of govern- 
ment specialists to report on status 
of U.S. national resources, so plan- 
ners may know what things U.S. can 
most safely spare. 


the U.S. is counted on to avoid future 
replanning. An example is the warning 
that, although the Continent lost two 
thirds of its prewar railway cars and 
would need 400,000 for restoration, the 
U.S. will only consider procurement of 
175,000 cars. 

“The idea would be to set up a conti- 
nental pool to allocate cars as they are 
needed for peak loads, involving use in 
Southern Europe in early spring, and 
moving them northward as harvests fal! 
due; then to Poland and the Ruhr in the 
autumn and to France in winter when 
the canals are frozen. 

“The U.S. also would insist on stand- 
ardization of equipment to facilitate re- 
pairs and maintenance on the spot, any- 
where in Europe.” 











Europe to set up committees to list 
needs of each area in food, coal, steel, 
transport, fertilizer, lumber, etc., and 
establish priorities (what will do the 
most good and where). 


JUNE 22 


President's Council of Economic Ad- 
visers begins study of impact of over- 
seas aid on U.S. economy. Basic ques. 
tion: How much does it add to infla- 
tion? 


Electric power, which is about as short 
in Europe as coal, is to be treated more 
on a continental basis and less on a 
national basis. 

The problem European engineers are 
to work on now is how to get more out 
of the existing facilities. Some believe 
that an emergency program of repair and 
reconstruction of lines and installations 
could add considerably to Europe's out- 
put of electric power. 

Probably some advantages could be 
obtained by linking the various national 
grids of electric power-lines into a single 
European system. Idea would be to allow 
the consumer to buy power from the 
cheapest and most convenient source, 
even if the source happened to be in a 
different country. 





AUGUST 


Planners try to decide how much Euro- 
pean countries con contribute to 
common stockpool for recovery; then 
calculate how much additional help 
is needed from outside. 


O 
am, 


~ <4 
—_ 
SEPTEMBER 


U.S. President and his Cabinet study 
Europe's plan; seek version most likely 
to get Europe back on its feet. Plan 
then is ready for consideration by Con- 
gress. 


Lumber production in Scandinavia, 

Germany, Russia, and Eastern Europe 
would have to be stimulated to supply 
more of Europe’s urgent needs for hous- 
ing, mine timbers and railroad ties. Coal 
must be allocated in such a way that 
timber-producing areas will not be forced 
to continue burning wood as a substitute 
fuel. 
@ Man power might be better dis- 
tributed. At present, most of Northwest 
Europe, including the United Kingdom, 
is critically short of labor, while much of 
Southeast Europe and Italy has a sur- 
plus. Nevertheless, immigration restric- 
tions, based on national fears and rival- 
ries, keep most of the labor force of each 
country cooped up in its national com- 
partment, with many on the dole. 


SEPTEMBER 


Europe hopes to submit detailed plan 
for recovery effort, including import 
requirements, to U.S. before end of 
September. Next move is up to U.S. 


SEPTEMBER 


President may call special session of 
Congress in effort to get Congression- 
al approval before winter. Debates 
likely to last many weeks. 





@ Europe’s contribution to her own re- 
covery, if some plans now under study 
are adopted, will not stop with coal and 
food. There is serious talk of a com- 
modity pool, into which European na- 
tions with overseas dominions and colo- 
nies might throw such things as wool, 
rubber, oil, tea, sugar and phosphates. 
There is discussion, and considerable 
hope, since President Truman vetoed a 
bill to raise U.S. tariffs on wool, that 
Europe generally can agree to lower 
trade barriers. 

Real problem of Europe’s planners, 
between now and September, is to con- 
struct a recovery program in which Euro- 
pean materials and effort bulk large. At 
the moment, the planners think they can 
do it. 
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HOW MARSHALL PLAN WILL AID GERMANY 


New emphasis of U.S. and British officials 
on revival of country’s basic industries 
with or without Russian co-operation 


Reported from BERLIN 
and WASHINGTON 


Germany is to be one of the chief ben- 
eficiaries of what now is called the Mar- 
shall Plan to revive Europe’s economy. 

At the Paris meeting of Europe's Big 
Three, in Berlin and in Washington, the 
idea is being emphasized that European 
recovery cannot make more progress as 
long as occupied Germany remains im- 
poverished. 

As a result, U.S. and British planners 
are ready to attempt a full-scale revival 
of German industry, particularly the coal, 
iron and steel output of the Ruhr. 

French approval and Russian co-oper- 
ation have still to be obtained. But the 
intention now is, with or without Russian 
support, to give German industry a green 
light and millions of dollars for a full 
recovery effort. 
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RUHR MINERS: With more food from farms they would mine more coal 
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@ Profound changes in the way the 
United States and Great Britain run their 
combined occupation zones in Germany 
will gear a German revival to any re- 
covery plan to be worked out for Eu- 
rope as a whole. 

The present budget for making the 
U. S.-British zones of Germany self-sup- 
porting by 1950 will have to be scrapped. 

Under the plan now in force, the U. S. 
and Britain share the cost of priming 
Germany's pump with $1,000,000,000 in 
supplies through 1949. With this money, 
German export industries were to be re- 
vived so that by 1950 the Western zones 
would be on a paying basis. 

The idea of this plan, worked out last 
December, was to save money for Amer- 
ican and British taxpayers. Germany was 
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costing the British $400,000,000 and the 
U.S. $200,000,000 a year over and 
above the cost of military occupation. 

Now it is realized that more time and 
more money are required to make Ger- 
man exports pay for German imports. 
Gettirig a quick return on the U.S. tax- 
payers money will be subordinated to 
making Germany prosperous. The theory 
is that, once German industry prospers, 
this biggest industrial power on the Con- 
tinent of Europe can lead the way to 
general European recovery. ° 

Socialization of Western Germany’s 
steel and coal industries will be approved 
to give German workmen more of an 
incentive to work hard. 

Thomas Hawkins, staff correspondent 
of World Report, says in a radio dispatch 
from Berlin: 

“Socialization is probable soon under 
provisional custodians until a decision is 
reached on who shall become the. even- 
tual owner. British plans for nationaliza- 
tion were delayed at American insistence 
that deference be given to German 
wishes. The Germans have had an oppor- 
tunity now to show their sentiments 
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through elections and party or trade- 
union resolutions. 

“That sentiment, even among conserv- 
atives, is for quick socialization of basic 
industry, especially coal and steel. Labor 
wants it as part of a social program. Busi- 
ness feels the step is necessary for recov- 
ery to get, for example, co-operation of 
coal miners in the Ruhr. 

“German municipalities will probably 
be provisional trustees for coal and steel, 
pending permanent decisions when an 
adequately national government is con- 
stituted for Germany.” 

A Ruhr revival is to get priority treat- 
ment when the program begins. 

Coal output in the Ruhr, bellwether 
of continental recovery, is still limping 
along at less than half of average prewar 
output. Lack of coal slows recovery in all 
manufacturing fields. 

Steel, another basic product of the 
Ruhr, is being turned out at such a low 
rate that this year’s output may not equal 
the 2,632,000 tons produced last year. 
During the war, the Western steel-mak- 
ing plants centering around the Ruhr 
produced a peak output of 18,000,000 
tons a year. 

John J. McCloy, president of the 
World Bank, is proposing a plan whereby 
the Bank would finance the measures 
necessary to step up coal production in 
the Ruhr. Some experts figure his pro- 
posal might require a loan of $250,000,- 
000 to an international authority to run 
the mines. U.S. Secretary of State 
George C. Marshall opposes international 
control of the Ruhr, preferring to see it 


-Acme 


from the mines would step up output 


remain a German responsibility under 
Allied supervision. 

Whatever financing device is adopted, 
the European recovery plan is likely to 
include large sums to stimulate indus- 
try in the Ruhr. 

Consumer goods from the U.S. are to 
be shipped into Western Germany so that 
farmers and mine and factory workers 
will have something to buy with the 
currency they get for their labor. 

War Department officials, who have 

been surveying the U. S. market for likely 
products to ship to Germany, find there 
is a large surplus of wartime women’s 
shoes and women’s sweaters that man- 
ufacturers would like to dispose of 
abroad. These items are not moving well 
in domestic trade since peacetime prod- 
ucts are now available. Occupation au- 
thorities think they may be just what is 
needed to get German farmers to sell 
their hoarded grain and livestock and to 
get German miners to work a full week 
in the coal pits. 
@ Many grave questions still have to be 
ironed out before the speed-up plans for 
a German recovery can be fitted in with 
a general European plan. 

Foremost is whether the four occupa- 
tion zones of Germany are to be unified 
or whether the combined Anglo-Ameri- 
can zones will continue to go their sep- 
arate ways from the Russian and French 
zones. Authorities all say it would be 
much cheaper and quicker to revive Ger- 
many if the four zones were united as 
provided in the Potsdam Agreement of 
August 1945. 
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French objections to a powerful Ger- 
man industry must be overcome. The 


‘French have always argued that Ger- 


many cannot be trusted with a large 
industry. They would like international 
control of the Ruhr. U.S. authorities 
feel, however, that pressure on France 
from other European countries that need 
German goods will overcome French ob- 
jections in the long run. 

Reparations still must be settled. The 
Potsdam Agreement to dismantle a large 
part of German industry for shipment to 
Russia and Western Europe still has not 
been carried out. A decision must be 
made on what plants will remain in Ger- 
many before a real recovery drive can 
get wholehearted German support. 

A decision on reparations will involve 

also a decision on a level of industry to 
be permitted in Germany. After Potsdam, 
the Big Four agreed that the German 
steel industry, for instance, should be 
allowed capacity of 7,500,000 tons a 
year and production of 5,800,000. Even 
though production now is less than half 
the amount allowed, Western officials 
think that the sights must be raised to 
about 12,000,000 in order to nourish a 
general industrial revival. 
@ Germany’s key position in any Euro- 
pean recovery plan is now assured. What 
remains to be seen is whether the U. S. 
and Britain will permit the starting signal 
to be delayed by the same troublesome 
issues of Germany's future that baffled 
several peace conferences. The way it 
looks now, the Western powers are not 
going to stand for much more delay. 
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AACHEN FOOD LINES: Consumer goods would speed farm produce to miners 
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BRITAIN’S STRUGGLE TO SAVE 


Search for means of reducing imports 
from countries demanding U. S. currency 
and still meet nation’s essential needs 


Reported from LONDON 


Britain's Labor Government is hop- 
ing for quick results from the U.S. aid- 
Europe plan so that it can avoid having 
to make touchy decisions on cuts in pres- 
ent British imports. 

London has been desperately seeking 
a formula to conserve a fast-dwindling 
supply of dollars and still pay for imports. 
The Marshall Plan is being seized on as 
promising an answer to the riddle. 

But the British are keeping their fingers 
crossed, Experts are being kept at work 
scrutinizing British purchases abroad, 
especially in the Western Hemisphere, in 
search of new ways to save dollars by 
cutting down. Schemes are being pushed 
for more intensive development of Em- 
pire resources. Industry is being exhorted 
to more aggressive sales efforts in dollar 
countries. 

@ Britain’s plight at the present moment 
is that she must obtain the bulk of essen- 
tial needs from countries that want pay- 
ment in dollars. They are the only ones 
in a position to supply what she wants. 

This, in brief, is the story with foods, 
raw materials, machinery, manfactured 
goods, tobacco and other imports such as 
motion pictures. 

And the prices on virtually all items 


have been rising, making the cost to 
Britain increasingly more. 

@ Where to cut the present schedule of 
imports is a question that is confounding 
trade and Government experts. 

Food: Any important reduction here, 
it is generally conceded, would mean a 
lowering of the basic British rations which 
already are held inadequate for healthy 
living. Poor nutrition means poor produc- 
tivity in industry. 

Another factor in the over-all picture is 
whether Britain may find she has to im- 
port more food this year than in 1946. 
The severe winter, followed by heavy 
spring rains and floods, is hitting her cur- 
rent crops hard. Last year’s harvest also 
suffered by bad weather. 

British experts appear to feel that any 
savings in food imports is purely specula- 
tive at the moment. 

Raw materials: British industry must 
have a steady supply of these if it is to 
produce the goods which Britain hopes to 
sell to dollar countries in such volume 
that she will collect enough to overcome 
her unfavorable position in reserves of 
international exchange. 

Possibilities here of saving on imports 
are not considered high. A recently pub- 


HOW BRITAIN RELIES ON FOOD FROM ABROAD 


(Percentage of total supply imported) 


DOLLARS 


lished British study reports most imports 
of raw materials “must expand,” with cuts 
possible only in paper, iron ore and scrap. 

Machinery and industrial equipment: 
Export aims again seem the controlling 
factor here. To get the high-leve: output 
of goods she seeks, Britain knows she must 
overhaul and modernize her industries. 
This is particularly true of the coal indus- 
try, so important to all British economy. 

Thus a new dilemma arises. By buying 
needed machinery in the U. S. and else- 
where, Britain uses up more of her scant 
store of dollars. If she stops buying, she 
sets back her swn manufacturing cam- 
paign to produce exports that will return 
enough dollars to get back on her feet. 

Tobacco: Officials are hopeful that a 
saving of 25 per cent can be made here 
this year, due largely to the stiff increase 
in the tobacco taxes for British con- 
sumers, Tobacco imports were Britain’s 
third largest trade item in 1946, amount- 
ing to more than $260,000,000. 

Whether the hoped-for savings of 25 
per cent will materialize is a matter of 
conjecture. When the sharp tax boost 
went into effect, consumption dropped, 
but it soon gave evidence of regaining at 
least some lost ground. 

Movies: A puzzler for the savings 
hunters who don’t like to see Britain pay 
more than $70,000,000 a year in rentals 
an@royalties for Hollywood productions, 
especially at this time. 

On the one hand, there is the fact 
that British movies of the postwar “quali- 
ty” class have started to earn needed dol- 
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BRITISH DILEMMA: Can These Imports Be Cut to Save Dollars? 


(Expenditures for commodity imports during 1946 in terms of dollars) 


FOOD-Present rations already are low 
and monotonous. Home production is 
down this year. Any cuts in imports 
would mean a thinner fare for Britons. 





. +. $2,289,673,476 


TOBACCO-A cut in this expensive 
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luxury affects millions of consumers, 
for whom smoking is one of the few 
pleasures left in a period of austerity. 


RAW MATERIALS-Without them, 
industry cannot produce the volume of 
exports needed if the country is once- 


more to pay its way in the world. 


MANUFACTURED GOODS:-British 


mines and factories need more new 
machinery and equipment, rather than 


less, to win the battle of production. 
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OTHER 


MPORTS-Purchases abroad 
on most items have already been 
scaled down close to rock bottom. 
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lars in the U. S. and are creating a follow- 
ing. Any curbs on Hollywood films in 
Britain’ might bring retaliatory action 
against British productions in the U. S. 

On the other hand, only Hollywood 
turns out enough pictures to keep British 
theaters supplied. The number of domes- 
tic productions is still limited. Without 
U. S. films, the theaters would have to be 
dark a good part of the time. The Govern- 
ment has intimated broadly it was not 
prepared to interfere so drastically with 
the amusement of the people. 

The Government, however, has just 
made the first move which would em- 
power it to change the duty regulations 
on U.S. films and thus enable Britain to 
tap more of the earnings from films. It 
is generally believed the Government 
wants the power for a bargaining weapon 
in future dealings with the U.S. orf film 
arrangements. 

@ Prospects for Britain to pare down 
her present import schedule would ap- 
pear to be elusive. In almost every case, 
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the promise of economies collides with 
the question of added needs, policy and 
other factors. And meanwhile the scarce 
dollars dwindle away. 

Help from the Empire is not likely to 
alter the situation for at least a year or 
more to come. Then Britain hopes to buy 
some of her needs with sterling currency 
instead of dollars. 

Development projects now envisioned 
call for the expenditure of some 150,000- 
000 pounds sterling ($600,000,000) to 
make the vast, undeveloped lands of 
British Africa a source of wheat, corn, 
cattle and edible fats and oils. 


Help from exports in checking the out- 


flow of dollars also is on the dubious side 
for the immediate future. 

The way present statistics are running 
on Britain’s buying and selling abroad, 
she may wind up the year with an ad- 
verse balance, or deficit, of about $2,200,- 
000,000 in goods and services. This 
would be $800,000,000 more than Brit- 
ain’s economic planners expected for 
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1947, and $600,000,000 more than the 
deficit in 1946. 

The more the 1947 deficit grows, the 
more the pressure is to mount for a cut 
in the imports London now finds it diffi- 
cult to cut at all. 

@ Britain's main hopes under the cir- 
cumstances are three: 

No. 1: Rehabilitation of Europe under 
the Marshall Plan or something similar so 
that important prewar sources of her sup- 
plies there would be restored and normal 
trade revived. 

No. 2: A decline in world prices that 
would enable Britain to stretch her dollars 
farther while her recovery progresses 
along with that of Western Europe. 

No. 3: Additional financial aid in loans 
and grants from the U.S., Canada and 
from such other nations with dollars will- 
ing to take the risk. 

The consensus seems to be that the 
device of cutting imports does not offer 
John Bull any foolproof way out of pres- 
ent financial troubles. 
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RUSSIAN WORKER’S BUDGET 





UNDER THE FIVE-YEAR PLAN 


Difficulty of making ends meet when wages 
have risen only 25 per cent while prices of 
necessities have been boosted 180 per cent 


One of the biggest mysteries behind 
the Iron Curtain today is how the ordi- 
nary Russian worker is managing to eke 
out even the barest existence for himself 
and his family. 

His living costs are up 180 per cent, 
by orders of the Soviet Government, but 
the state has permitted him only a 25 
per cent increase in wages. It is up to 
the worker to get along somehow. The 
state has the final and only say on prices 
and wages. 

@ The hard lot of the worker is appar- 
ent from the material set forth in a spe- 
cial study made for the U.S. on price, 
ration and wage trends in Russia. An 
official document, the study draws heavi- 
ly on data the Soviets do not challenge. 
Latest reports from observers in Moscow 
and the findings of analysts extend this 
glimpse behind the celebrated Curtain. 

In brief, the picture is that the average 
Russian today earns so little that his 
working efficiency is seriously impaired. 
Moreover, the health of his family is 
declining. 


@ The Soviet reason for tolerating this 
reported condition may mystify the lay- 
man, but is clear to the analysts. The 
Soviet state is concerned first of all with 


purely economic considerations. Other - 


things come second. 

A pressing economic need, is to con- 
trol and reduce inflation. As in so many 
other countries, inflation got a sweeping 
start during the war. Food costs were 
much lower and consumer goods were 
virtually unobtainable, so people were 
able to put by a few rubles for postwar 
purchases. Such savings still are an in- 
fiationary factor, but the Government is 
seeking to blot them up by boosting the 
price of necessities. 

The big increase in prices and the 
small one in wages also were calculated 
to reduce food consumption at a time ‘of 
short supply. 

@ For Ivan Ivanovitch, an unskilled 
worker in Moscow, the economics of the 
Government policy have little meaning. 
His concern is with his own budget. With 
the 25 per cent wage raise, he now earns 
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FOOD STORE IN MINSK: 83% of lIvan’s income goes for food 
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500 rubles a month. His wife works and 
makes 400 more rubles. They have two 
children and an old mother to keep, 
besides themselves. 

Under present circumstances, Ivan’s 
budget arithmetic is not easy. 

Black bread is the principal staple of 
the household's diet. The family is en- 
titled to 132 pounds monthly, or about 
14 ounces each per day. The bread alone 
now costs Ivan 204 rubles a month, or 
almost 23 per cent of the family income. 

Meat rations allow the family an ounce 
and a quarter each per day. This means 
another 203 rubles during a month. 

Edible fats add another 120 rubles to 
the bill, even though that amount buys 
about one half ounce per person per day. 

Other staples come just as high. The 
family’s sugar ration of seven pounds a 
month costs 48 rubles. Rice and barley 
rations mean 136 rubles more. And 
another 40 rubles have to go for slim 
rations of salt, tea and matches. 

@ Adding up the household budget, Ivan 
finds that he has to expend 753 rubles 
for the food his ration cards allow him. 

Moreover, there is the question of 
some 70 rubles to cover the rent of his 
one-room flat, fuel, an occasional ciga- 
rette and such incidentals. 

That does not leave much for his wife 
to buy potatoes to supplement the in- 
sufficient bread ration, for five pounds 
of potatoes cost 16 rubles. 

No luxuries figure in the family budget. 

Ivan hasn’t bought a suit in seven 
years and needs one. A suit of low-grade 
quality would cost him 800 rubles, or 
almost seven weeks’ pay. 

His wife needs shoes badly, but she 
would have to spend almost 70 per cent 
of her monthly wage to get them, pro- 
viding she could obtain the necessary 
ration ticket. 

A radio would cost what it takes Ivan 
three and a half months to earn. A phono- 
graph would be slightly less. 

All this is the picture of the lot of the 

average Russian worker which specialists 
find in the new U.S. study on living 
conditions in the Soviet Union, and in 
the independent intelligence which sup- 
plements it. 
@ Main hope of the Russian worker 
now, according to private reports from 
Moscow, is that the Government will 
sanction a lowering of prices and that, 
above all, there will be more bread. 

The worker cannot expect increased 
wages, for they are frozen by the state 
to meet requirements of the Five-Year 
Plan. The little improvement he seems 
to be looking for is more food—and that 
depends on the results of the coming 
harvests. 






























SHIFT IN STRATEGY PLAN 


OF CANADA’S COMMUNISTS 


Growing domination of labor unions 
in campaign to offset loss of prestige 
in the field of partisan politics 


Reported from OTTAWA 
and WASHINGTON 


Communists are out to grab control 
of organized labor in Canada. Through 
labor influence, they expect to offset their 
failure to make big gains in the field of 
partisan politics. And they hope, thus, to 
recover some of the prestige they lost last 
year when Canadian Communists were 
revealed as spies for Russia. 

The Canadian Chamber of Commerce 
is so worried over the outlook that it has 
issued a booklet denouncing Dominion 
Communists as “a traitorous fifth column” 
that threatens the free existence of the 
Canadian people. 

@ Big unions in basic industries are 
claiming prime attention of the Com- 
munists. But Party members are active 
also in the little unions and in the cen- 
tral labor organizations of the large 
cities. And among French Canadians of 
Catholic Quebec they are trying to 
break down religious opposition and to 
win the confidence of lumberjacks and 
textile workers. 

@ Tactics are to create dissension and 
to discredit and oust union leaders who 
are unfriendly. Well disciplined, the 
Communists attend union meetings faith- 
fully and stick closely to prearranged 
plans of action. Thus, although actually 
in the minority, they frequently are able 
to outvote the moderate elements. 

These tactics are paying off. Com- 
munists now hold key positions in many 
unions. 

@) Largest gains are among unions affili- 
ated with the Congress of Industrial Or- 
ganizations. Communist influence is 


strong or controlling in about 40 per cent 


of these unions. 

Communists lead the biggest or- 
ganization of lumber workers in British 
Columbia. Shipyard workers there are 
under Communist influence. 

Communist leaders dominate the elec- 
trical and radio workers and the fur and 
leather workers. They carry much weight 
among those employed in mines and 
smelting operations. Their influence is felt 
among the United Automobile Workers. 


@ Smaller gains have been made in the 
Canadian Trades and Labor Congress, 
whose member unions are affiliated with 
the American Federation of Labor. 

Principal AFL unions in Canada now 
under Communist leadership are the sea- 
men, textile workers, chemical workers, 
garment makers and an important local 
of sawmill hands in Ontario. 

Communist strength in this faction of 

labor suffered a severe setback recently. 
J. A. Sullivan, who had been a Party 
member, renounced the Party and re- 
signed as president of the Canadian Sea- 
men’s Union and as secretary-treasurer of 
the Trades and Labor Congress. 
@ Politically, the Communists follow a 
flexible line. In 1940, they condemned 
“the parasitical ruling class’ war alliance 
with British imperialism.” 

After the break between Stalin and 
Hitler, the Communists declared that 
members of Parliament who _ voted 
against conscription were “voting against 
Canada itself.” 


Now the Labor-Progressive Party, 
present front for the Communists, at- 
tacks “trusts and monopolies” and urges 
farmers and workers to unite behind a 
socialistic program. 

Despite hard work, the Labor-Progres- 
sive Party can muster only a few thou- 
sand votes. There has been no Commu- 
nist in Parliament since Fred Rose, a 
member, was ousted last year because 
of his activities as a spy. 

Principal effect of Communist political 

agitation apparently has been to build up 
the Canadian Commonwealth Federa- 
tion. The Federation offers leftists a 
socialistic program without suspicion of 
Russian control. 
@ The outlook for political gains is not 
encouraging to the Communists. Most 
Canadians are individualists. They dis- 
like the idea of a regimented economy. 
They resent anything that looks like 
domination by an external power. 

Chief hope of the Communists for 
greater political strength lies in getting 
together with the Canadian Common- 
wealth Federation. But past overtures 
to the Federation have been rebuffed, 
and there is no indication that its atti- 
tude has changed. 

Among unions, the story is different. 
The opposition, although numerically 
stronger than the Communists, is unor- 
ganized. It seldom has a carefully laid 
plan of action. It cannot depend on get- 
ting enough of its members out at every 
meeting to block Communist maneuvers. 

As long as this situation continues, the 
Communists can be expected to take ad- 
vantage of it and thus to extend their 
influence in organized labor. 
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NEWSPRINT IN SHORT SUPPLY UNTIL 1950 





Several years required before Alaskan 
resources can supplement U.S. imports 
from Canada and help meet world demand 


The world’s increased demand _ for 
newsprint is to keep that commodity in 
short supply for at least two more years. 

It will be 1950 at the earliest before 
mills can get into operation in the na- 
tional forests of Alaska, where the U. S. 
Government is opening up vast stands of 
timber for pulp and paper production. 

The question then is to be whether 
the American press will absorb all of 
the new supply or will allow some of it 
to replace Canadian newsprint for which 
other countries n« — re clamoring. 

Through ownersmp participation and 
direct contracts, the United States has 
first call on approximately 80 per cent of 
Canada’s production which this year is 
expected to reach 4,350,000 tons. Ameri- 
can publishers, however, are eager to 
break the trend of growing dependence 
on Canada for their paper, but they are 
reconciled now to waiting for the start of 
production in Alaska as the only way out. 
@ World production of newsprint is fast 
getting back to what it was before the 
war. Output last year was 7,083,000 tons, 
compared to 7,732,000 in 1939. 

The trouble now stems from a war- 
born spurt in newsprint demand. Dealers 
estimate that from 9,500,000 to 10,000,- 
000 tons could be sold this year if such 
a supply were available. 

Instead, many newspapers in. the 
U.S. have less than a month’s reserve on 
hand, which in many cases is worse than 
their situation during the war. 

@ Newsprint from Alaska could add 
more than 1,000,000 tons a year to the 
U.S. supply—almost one fourth of cur- 
rent consumption—if full advantage were 
taken of the territory's wood resources. 

Surveys by the U.S. Forest Service 
show enough timber in the area to sup- 
port six mills, each capable of turning 
out from 150,000 to 200,000 tons of 
newsprint a year. Labor and transporta- 
tion facilities will have to be brought in, 
but this expense no longer is deterring 
prospective bidders. 

Earlier efforts to establish a newsprint 
industry in Alaska failed because of such 
handicaps but, with the price of news- 
print now up to $91 a ton, several com- 
panies feel they can operate at a profit. 
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First project likely to get under way 


centers in the Tongass National Forest, 
130 miles northwest of Ketchikan. There 


1,500,000,000 cubic feet of timber are . 


being put up for sale. But, even with an 
immediate start to construction, it will 
take at least two years to get a mill into 
production. 

Sale of the Tongass and other timber 
has been held up by claims of Alaskan 
Indian tribes to some of the lands in 
those areas. A bill now before the U. S. 
Congress is to clear away that cloud. It 
provides that proceeds of the sales will 
be held in the U.S. Treasury until the 
courts decide on validity of the claims. 

Until rolls of newsprint actually are 
shipped out of Alaska, however, Ameri- 
can publishers are to continue to rely on 
Canada as their major source of supply. 








@ Canada, long the world’s leading pro- 
ducer of newsprint, is working at full 
capacity, but her producers are reluctant 
to invest in new mills for fear the present 
demand will not be sustained. They say 
that no reliable estimate can be made of 
its permanence. 

Canadian mills have not forgotten their 
experience of the late ‘20s, when low 
prices for newsprint threw half of the 
Dominion’s productive capacity into re- 
ceivership. 

Output for 1947 in Canada is being 
boosted by 200,000 tons over 1946 
through mechanical improvements, but 
that increase is less than 6 per cent of 
total shipments to the U.S. It provides 
little relief for the newsprint-hungry na- 
tions of Europe which are unable to re- 
store their own production facilities until 
they can meet their more urgent require- 
ments for food, fuel and fiber. 

World competition for newsprint is 
strengthening Canada’s position in inter- 
national trade, but so far not at the 
expense of U.S. consumers. 

Even with large supplies tied up by 

















U.S. contracts, Canada is making her 
newsprint count in a barter deal with 
Argentina. Short about half her edible 
oil needs, Canada found a supply in Ar- 
gentina, but the Government of that 
country refused to permit the transaction 
until it was assured of getting newsprint 
from Canada. 

The Dominion Government is buying 
quantities from each mill in Canada, de- 
pending on the total output of each, in 
order to make up the shipment of 18,000 
tons of newsprint Argentina demands. 
qj European production of newsprint 
still is held in check by the universal 
shortage of coal. Many mills were 
bombed out during the war and have 
not yet been repaired. 

The Scandinavian countries furnished 
about 300,000 tons a year to the U.S. 
before the war. They are able to supply 
less than half that much now. 

Norway is shipping no newsprint at all 
to the U.S. this year. Her mills are 
operating at 50 per cent of capacity and 
their output is being divided among a 
number of customers in Europe and 
South America. 

Sweden suffered no war damage but is 
unable to produce at normal levels be- 
cause she overcut her forests during the 
war to obtain fuel while coal imports 
were shut off. 

Present production in Sweden is less 
than 70 per cent of normal, and paper 
manufacturers there look for little im- 
provement during the year. Wood is still 
being burned for fuel and the Govern- 


_— 


ment is unwilling to allocate more coal 
for operation of newsprint mills. 

Finland is under contract to ship 
75,000 tons of newsprint to the U. S. this 
year and may be able to increase her 
present production level of 60 per cent 
of capacity. That depends on how soon 
she can install new machinery bought in 
the U.S. through a $32,000,000 loan 
from the Export-Import Bank. 

Almost half of last year’s Finnish pro- 
duction was taken by Russia, some as 
reparations but the larger part as a 
straight commercial deal under a trade 
treaty. Demands from Russia have been 
relaxed this year and Finland thus is able 
to ship to prewar customers. 

Russia is at work on a big expansion 
of her timber cutting under the current 
Five-Year Plan. 

Although most of the wood is to be 
used in construction and industry, sched- 
ules call for considerable expansion of 
newsprint production. But if there is any 
surplus over domestic needs, shipments 
are to be confined to the nations of 
Eastern Europe whose press is controlled 
by Communist-dominated governments. 

Soviet officials consider newsprint a 
weapon in the arsenal of propaganda and 
expect to make the most of their supply. 
Under present conditions, the rest of 
the world can expect no help from the 
Russian sphere toward eventual solution 
of the paper shortage. Publishers in the 
U.S. are looking elsewhere for relief. 

@] Inside the U. S., the newsprint prob- 
lem is aggravated by the drop in pro- 


duction from prewar levels while con- 
sumption has risen rapidly. An idea of 
the growing gap is given in the accom- 
panying chart. 

Advertising is up because wartime 
expansion of industry created new com- 
panies and new products that are seek- 
ing recognition from the U.S. public. 
That means larger newspapers when suf- 
ficient paper can be obtained. 

Circulation is higher, too, than it was 
before the war and bigger press runs 
also cut into newsprint stocks. 

Domestic production of newsprint in 
the U.S. is down because many mills 
have been diverting their operations to 
better grades of paper in’which there is 
more profit. 

And a number of U.S. plants stopped 
making newsprint between the wars 
when a reciprocal cut in tariffs with 
Canada lowered the price of Canadian 
paper and increased the competition 
from that source. 

@ New mills in Alaska now appear to 
provide the only hope that the U. S. will 
ultimately be able to bring newsprint 
supply and demands into line. A shortage 
is certain to continue during the three 


' years before those mills can begin turn- 


ing out paper. 

In the interim, the pattern of news- 
print consumption by the rest of the 
world is likely to become more clear. The 
prospect is that the demand will stay 
high and other sources of paper besides 
Alaska will have to be exploited if there 
is to be enough newsprint to go around. 
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SAFEGUARDS FOR U.S. SPENDING IN GREECE 


—_ : — — —_——- .——— 


How technique developed in Latin America 
is being adapted to ensure effective aid and 
full control of $350,000,000 assistance fund 


The United States is about to spend 
$350,000,000 in Greece by a method it 
has tried out on a small scale in Latin 
America. Washington officials, as a result, 
now believe they have the answer to 
those critics who have begun to call the 
Truman program for Greece and Turkey 
“Operation Rathole.” 

The new technique is scheduled to 

get into gear by August. When it starts 
working, a small mission of American 
experts, led by Dwight P. Griswold, will 
be the real masters of Greece. Their 
purse-string powers will give the United 
States effective control over the Greek 
economy. 
@) The model for the American mis- 
sion’s activities in Greece comes from 
U. S. experience in Latin America. There, 
on a smaller scale, the Institute of Inter- 
American Affairs, a U.S. Government 
corporation, worked out a technique to 
supervise the spending of $71,000,000 in 
18 Latin-American republics, with con- 
stant control by the United States of 
where the money goes. 

George C. McGhee, newly appointed 
co-ordinator of the Greek-Turkish aid 
program, is drawing heavily on the Latin- 
American experience. This tested method 
for spending U.S. dollars to aid other 
countries has come to be known as the 
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U.S. EXPERTS FOR GREECE 


“servicio technique.” Servicio is Spanish 
for “service.” Here is how it works: 

“Servicios,’ since 1942, have been 
carrying out 43 co-operative programs 
with Latin-American governments. The 
basic idea in each case is that U.S. 
money and technicians are pooled with 
local resources to solve some emergency 
problem in public health, sanitation, food 
supply or education. 

A basic agreement is signed between 
the U.S. and the co-operating govern- 
ment, setting forth the major aims of 
the program and the contributions each 
party will make. In the case of Greece, 
this basic intergovernmental agreement 
already has been signed. 

Project agreements are negotiated for 
each specific task the U.S. field mission 
will undertake. These project agreements 
have yet to be worked out for Greece. 

A co-operative “servicio” then is set up 
within the appropriate department of the 
government receiving U.S. aid. This is 
an autonomous bureau, under the over- 
all guidance of the government ministry, 
but with full autonomy over its own 
policies, especially the disbursement of 
funds. 

The head of the “servicio” usually is 
a U.S. official. In this key position, he 
thus has control over the incoming funds 
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from the U. S. and over the way they are 
used in the recipient country. 

@ In Greece, present plans call for set- 
ting up five of these co-operative bureaus. 
In every case, the director would be an 
American from Griswold’s mission. Most 
of the money will be supplied by the U. S. 

Agricultural rehabilitation will cost the 
U.S. about twenty million dollars. Under 
this part of the program, a servicio will 
run food-packing plants, soil-improve- 
ment projects, fishery projects, veterinary 
services, farm-machinery programs and 
related enterprises. 

Reconstruction will absorb about fifty 
million dollars. Only 59 per cent of 
Greece’s prewar railroad mileage can be 
used for through service. Since 1939, 82 
per cent of the country’s freight cars and 
76 per cent of the locomotives have been 
lost. A servicio for reconstruction will 
make a start at rehabilitating railroads, 
roads, ports, communications and hous- 
ing. 

Auto transport will be reorganized by 
another servicio. Major U.S. contribu- 
tions to this phase of the work may be 
new vehicles and fuel for the Greek Gov- 
ernment’s motor-transport service. 

Public health will claim about three 
million dollars. In this field, a co-opera- 
tive bureau can be patterned after the 
Inter-American Institute, which has set 
up 108 health centers in Latin America 
and has improved water supply and mos- 
quito control in 18 republics. 

Training of Greeks to carry on after 
the Americans depart will be an impor- 
tant phase of the program, costing per- 
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haps two million dollars. The official hope 
is to train 200 Greek technicians in Amer- 
ican methods. Many of them will serve 
internships in the U. S. This program will 
be run by a co-operative servicio. 

An import program and technical re- 
organizatién measures will supplement 
the servicio projects. 

Eighty million dollars is set aside for 
imports, part to come from the three 
hundred millions earmarked for Greece 
under the Truman program and part out 
of Greece’s fifty million dollar share of 
the $350,000,000 U.S. fund for relief 
shipments to Europe and China. 

The supplies to be purchased will in- 
clude food, agricultural equipment, tex- 
tiles, clothing, footwear, fertilizer, pesti- 
cides, medicines and petroleum products. 
They are intended to prime the pump of 
Greece’s faltering economy until a home- 
grown recovery can get under way. 

Close control will follow these sup- 
plies until they reach their destination. 
The Griswold mission includes officials 
whose main job will be to see that U. S. 
consumer supplies are not misused. 

U.S. technicians will back up these 
programs by advising the Greeks on how 
to reorganize and reduce their overgrown 
civil service, how to re-establish a sound 
currency, control prices, regulate exports 
and imports and operate other parts of 
the nation’s economy. 
| The military phase of U.S. aid to 
Greece, costing $150,000,000, will be 
confined mainly to furnishing the Greek 
Army and police with supplies to keep 
order in the country. 

No U.S. combat troops are to be sent 
to Greece. Responsibility for cleaning 
guerrilla bands out of the hills will remain 
in the hands of the Greek Government. 

No large training for the Greek Army 
is contemplated either. If any training is 
done, it will be only to familiarize Greeks 
with U.S. equipment. In any case, much 
of the equipment the U. S. pays for may 
be of British manufacture, since that is 
what the Greek Army now uses. A com- 
plete changeover to U. S. weapons would 
be too large an undertaking. 

The task of the U.S. military mission, 

headed by Maj. Gen. William G. Livesay, 
will be to see that the military supplies 
sent by the U.S. get into the hands of 
the troops instead of being diverted into 
the black market or other unauthorized 
channels, General Livesay has 26 Ameri- 
can officers, 10 enlisted men and 26 civil- 
ians to help him. 
@ The elaborate safeguards are made 
necessary because of the chaotic condi- 
tions in Greece. U. S. officials believe that 
much of the money spent in Greece by 
the British was unintentionally diverted 
into the hands of profiteers and unscrup- 
ulous politicians. If the servicio technique 
is as successful in Greece as it has been 
in the Western Hemisphere, Washington 
officials think U.S. taxpayers will get 
their money's worth. 
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Spread of new knowledge is the long-range goal 
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Similar program in Greece will cost $20,000,000 
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IN LATIN AMERICA 
Such servicio health centers have proved their worth 
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SNAGS IN ALLIED DIVISION 





OF JAPANESE REPARATIONS 


Necessity of early decision on what is to be 


taken in order to prevent complete collapse 
of industry and to speed recovery of Asia 


Reported from TOKYO 
and WASHINGTON 


A call from the Far East for more U. S. 
dollars is beginning to be heard just as 
Europe is getting squared away to quali- 
fy for aid under the Marshall Plan. 

What prompts the Asiatic plea is a col- 
lapse of American efforts to reconstruct 
China, the Philippines and other liber- 
ated areas with industria] plants and 
machinery removed from Japan as repa- 
rations. 

It now turns out that the U.S. pro- 
gram for Japanese reparations has bogged 
down completely. Neither plants nor 
equipment have moved out of Japan 
since the order to start shipments was 
issued three months ago. At that time the 
U.S. decision was taken without waiting 
for full concurrence of the other Allies. 
But as yet, neither the Americans, the 
Allies, nor the Japanese themselves know 
which plants are to produce for Japan 
and which are to be shipped abroad. 

Result has been to delay the rehabili- 

‘tation programs of Asiatic lands devas- 
tated by war, and at the same time to 
prolong the uncertainties of Japan’s wob- 
bly economy. Further result is a hint that 
more U.S. dollars and commodities may 
be needed in Asia. 
«| Emergency measures—short of dollar 
credits—now are to be taken by Wash- 
ington. The State Department regards a 
reparations settlement as vital, and within 
a matter of weeks. Otherwise, it is feared, 
Japan’s economy may really fall apart. 

A technical mission is to fly to Tokyo 
this month. A group of experts, most of 
them engineers, is being recruited by 
Howard C. Peterson, Assistant Secretary 
of War, to help Supreme Commander 
Douglas MacArthur select plants for 
reparations removal and fix their value. 
The job is to be completed sometime in 
August, 

The Far Eastern Commission, repre- 
senting the 11 nations that contributed 
most toward crushing Japan’s war ma- 
chine, is being put on notice to speed 
up its work on the whole reparations pro- 
gram. Unless the Commission acts 
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promptly, the United States may by-pass 
it again. 

@ Under U.S. pressure, the Far Eastern 
Commission is wrestling with a new basis 
for reparations. The idea now is that the 
Americans may withdraw their objections 
to Soviet removals from Manchuria if 
the Russians, in turn, agree to some con- 
cessions. 

Russia’s position has been that the 
plants removed from Manchuria were 
war booty and should not be included as 
part of Japan’s reparations bill. For more 
than a year, other members of the Com- 
mission, particularly the U.S., have pro- 
tested that the Soviets already had taken 
from Manchuria more than a fair share 
of Japan’s industrial equipment. 

An American reversal, in which the 
protest against Russia's seizures will be 
dropped and the Soviets given a small 
share of Japan’s home plants, now is pro- 
posed by the U.S. in an effort to break 
the Commission’s deadlock. In return for 
this concession to the Russians, however, 
the U.S. will demand the biggest share 
of Japan’s industrial reparations. 

Originally, the U.S. did not intend to 
claim any plants or machinery. Now, 
however, she is after a major share, in 
order to turn the industries over to such 
friendly nations as the Philippines, China 
and Korea. 

Total Allied claims, on the other hand, 
amount to 200 instead of 100 per cent. 
Agreement exists within the Commission 
that the U.S. is entitled to the largest 
percentage and that China should have 
the second largest slice of the reparations 
pie. But beyond that point the 11 nations 
are far apart. 

@ Allied differences are complicating 
the Commission’s efforts to divide up 
Japan’s industries on a percentage scale. 

Contribution to victory is regarded by 
some powers as the paramount basis for 
claims. This is the main talking point of 
Australia artd India. 

War devastation is the basis for the 
large claims being made by such coun- 
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tries as China, the Philippines and the 
Dutch East Indies. 

National prestige also is back of some 

demands for large claims. This applies to 
France, which contributed little to Jap- 
an’s defeat, and to Russia, which was in 
the Pacific war for only a few days. 
@ The present impasse is proving em- 
barrassing to the U.S., Joseph Fromm, 
staff correspondent for World Report, 
radios from Tokyo. 

“Fear exists,” says Fromm, “that the 
delay will increase substantially the 
amount of aid the U.S. must provide to 
help rehabilitate the economy of devas- 
tated nations of Asia. 

“General MacArthur is on the spot. He 
long blamed the uncertainty over repara- 
tions as the main obstacle to Japan’s 
economic recovery. But now he hasn't 
acted after being authorized to eliminate 
this uncertainty.” 

MacArthur’s delay is attributed by 
some Wa ..ngton officials to a shortage 
of trained personnel to select and ap- 
praise the plants to be removed. They 
recall that action on an initial agreement 
in Germany's reparations program was 
stalled until Washington provided the 
necesary technicians. 

The heat is on in Washington now, in 
any event. U.S. negotiators look for a 
reparations settlement within the next 
few weeks. In August, shipments of Jap- 
anese plant and equipment may finally 
begin to move to devasted areas of the 
Far East. As Washington sees it, prompt 
action on the reparations issue will reduce 
Asia’s need for U.S. dollars later on. 
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MEXICAN RESTRICTIONS 
ON INCOMING CAPITAL 


Rigid enforcement of decree limiting 
aliens’ ownership in new enterprises 
to 49 per cent of total value of stock 


Outside capital that goes to Mexico 
for investment from now on will have to 
be satisfied with being a minority partner. 
For the Mexican Government is putting a 
flat limit of 49 per cent on-the share of 
any new business that can be owned by 
non-Mexicans. And there are hints that 
other controls may be placed on the in- 
vestment of imported capital. 

Thus the flow of U.S. money to Mexi- 

co, which has run well into the millions of 
dollars since the end of the war, is to 
follow a slightly different pattern. 
@ A decree issued by President Miguel 
Aleman lays the groundwork for the 
tighter controls on investments of outside 
capital and sets the 49 per cent limit. 
Object of the decree, as stated by Aleman 
is to “maintain a just and convenient bal- 
ance between national and foreign in- 
vestments.” 

Permission of the Ministry of Foreign 
Affairs must be obtained by a non-Mexi- 
can before he can make investments in- 
side the country. 

A board that is to be set up will have 
the power to establish and to change the 
standards applicable to such investments, 
The board is to consist of representatives 


of the President and the Ministries of 
Foreign Affairs, the Interior, the Treasury, 
National Economy and Agriculture. 
@ Main effect of the decree as it now 
stands will be to keep out U.S. com- 
panies that insist on control or full owner- 
ship of their affiliates in other countries. 
In theory, the Mexican Government for 
some time has prevented non-Mexicans 
from holding more than 49 per cent of the 
stock of any new enterprise. But the 
Government has had the power to make 
exceptions, and it has made them in 
several cases. Among the scores of new 
industries that have sprung up in Mexi- 
co recently are several branches and 
wholly owned affiliates of U. S. firms. And 
U. S. interests are majority stockholders in 
many other new enterprises. 
Striking example of a venture con- 
trolled by outside capital is a large store 
that was opened in Mexico City recently 
by the affiliate of an American firm. The 
store's methods and low prices have en- 
abled it to do a volume of business unprec- 
edented in Mexico. Older stores, losing 
business, complained that most of the prof- 
its made by the new store leave Mexico. 
Now, the authority to make exceptions 
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is withdrawn. There are to be no new 
branches or wholly owned affiliates of 
U.S. companies in Mexico. U.S. firms 
that want to extend their operations to 
Mexico must be satisfied with the status 
of minority partners. 

Thus, the Mexican Government will 
make sure that every new company is 
controlled by Mexican citizens and that 
more than half of its profits stay inside 
the country. 

@ Further effects will depend on the 
standards set up by the President's com- 
mittee. 

Discouragement of U.S. investments 
in general is not to be the policy, for 
Mexico is eager for U. S. capital and skills. 
One of Aleman’s main objectives is to in- 
crease industrial development. His pro- 
gram requires more capital than Mexi- 
can investors will furnish. So he wants 
U.S. money to be invested in Mexico, 
provided it obeys the country’s laws and 
does not try to get preferred treatment. 

Ramon Beteta, Secretary of the Treas- 
ury, in addresses to U.S. businessmen, 
has stressed the advantages of investing 
money in Mexico. The desire for U.S. 
capital has been voiced by Foreign Sec- 
retary Jaime Torres Bodet, Interior Sec- 
retary Hector Martinez Pérez and other 
members of Aleman’s official family. 

Screening and control of investments, 
are to be important goals of standards to 
be set up by the committee. Responsible 
capital that will help to build up the 
country will be encouraged, up to 49 per 
cent of the enterprise in which it is to be 
invested. But the tendency will be to put 
the brakes on other kinds of investments. 

The new decree is not expected to re- 
strict seriously the flow of U.S. money 
into Mexico. But it will make some 
changes in the pattern of investments. 
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THE ATOMIC AGE: A NEW 
HORIZON IN A NEW WORLD 


Government Facilities 


These include two great proc- 
essing plants, in Washington 
state and Tennessee; four re- 
gional laboratories, in the East, 
Midwest, West and South, each 
of which serves as clearing house 


and nerve center for university | 


and college research in its region; 
and four special laboratories. 


Government Offices 


The Atomic Energy Commission 
has its headquarters:in Washing- 
ton, D. C. From there the whole 
vast program is directed. De- | 
centralized administration will 


filter through four regional offices 
at the four regional laboratories. 
Other offices are in key cities 
and at Government plants. 
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Contract Operations 


Special phases in the produc- 
tion of atomic raw materials, and 
in research closely linked to the 
fundamental problems of pro- 
ducing atomic-energy, are carried 
on under contracts between pri- 
vate concerns and the Atomic 


Energy Commission. Eighteen such 
contracts are in operation today. 


Receivers of isotopes 


Common elements transmuted 
into radioactive isotopes were a 
by-product of atomic research. 
Today 139 firms, individuals and 
institutions are using them in 
medical and other research. The 
first fruits of atomic benefits to 
mankind are flowing from these 
microscopic particles. 
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The Arab League, a bloc of nations 
formed only two years ago, is a factor 
of increasing importance in world eco- 
nomics and politics, attracting the at- 

“tention of both Russia and the United 
States. WORLD REPORT explains in 
the following analysis the present power 
and the future prospects of the Arab 
League. 


HE ARAB STATES TODAY hold more 

real power than at any other period 
in modern history. What is more, Arab 
leaders are looking forward to the de- 
velopment of the Arab League into an 
association of free states stretching from 
Morocco to the borders of India. Such 
an empire would seek to lead an alliance 
of the world’s 300,000,000 Moslems. 

This is the Arab dream. Before World 
War II there seemed little hope that 
even the first step of this dream, unity 
of the “Arab island” of the Near East, 
was probable. Success in this venture is 
leading Arabs to make the most of a 
turn in world affairs that gives them 
hope that their pan-Arab dream may 
become a reality. 

Chief reason for Arab optimism is 
that the United States, a power which 
never has ruled Arab lands and has no 
desire to do so, seems to be taking Brit- 
ain’s place as counselor of the Arab 
world. In addition, France is out of the 
Near East entirely, giving Lebanon and 
Syria the opportunity to try the inde- 
pendence promised them many years 
ago. 

Britain and France were not popular 
among Arabs between the wars. Brit- 
ain’s promise to assist Arabs in their 
plans for independence and unity led 
Arabs to revolt against the Turks in 
1914. After World War I, Britain’s ef- 
forts to reconcile conflicting wartime 
promises to Arabs and Jews pleased 
neither. 

During the World War II, a few of the 
Arab leaders supported the Axis powers. 
Among these were the Grand Mufti of 
Jerusalem, who broadcast for the Nazis 
from Berlin, and Rashid-Ali Al-Galiani, 
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who engineered a short-lived revolt for 
the Germans in Iraq in 1941. 

The British condemned both the 
Mufti and Raschid Ali as traitors, but 
Arabs regard them as patriots who 
sought only to protect the Arab cause 
against a possible German victory. The 
Mufti, now living in Egypt, is in good 
standing with the Arab League, and still 
is popular among Palestine Arabs. King 
Ibn Saud of Saudi Arabia is treating 
Raschid Ali as a guest. 


The Beginning 


Most of the Arab leaders, like Ibn 
Saud, supported the United Nations 
throughout the war. As early as 1943 
the British Foreign Secretary, Anthony 
Eden told the House of Commons Brit- 
ain would support any movement to 
promote the unity of the Arabs, but 
that it was up to the Arabs themselves 
to take the initiative. 

Within a month after Eden’s speech, 
Egypt began negotiations with other 
Arab states, but Arab -rivalries, still 
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AZZAM PASHA, DIRECTOR 
Playing East against West for an empire 


THE ARAB LEAGUE AND THE GREAT POWERS 


Why seven states in the Near and Middle East 
look to the U.S. for support in their efforts to 
build a powerful bloc of independent nations 


strong, blocked proposals for a com- 
plete union and a federation. On March 
22, 1945, seven states signed the Pact 
of the Arab League at Cairo. 

Members of the League are Egypt, 
Trans-Jordan, Lebanon, Syria, Iraq, 
Saudi Arabia and Yemen. Strength of the 
League lies in a balance of power among 

ese states, currently led by Egypt. 

Egypt's King Farouk, a liberal Sunni 
Moslem, now is following Moslem reli- 
gious affairs closely, which pleases Arab 
puritans like the Senussi tribes of Tripo- 
litania, and Ibn Saud, leader of the 
Wahhabi sect. 

Religious differences among Arab 
Moslems are wider than those between 
Protestant and Catholic Christians. 

Trans-Jordan’s ruler, the Emir Ab- 
dullah, wants a union of Iraq, Syria, the 
Lebanon and Palestine with Trans- 
Jordan in a “Greater Syria” under his 
leadership. Ibn Saud, who has fought 
several wars against Abdullah’s family, 
opposes the scheme. The Lebanon, 


which is governed by a slim majority of — 


Christian Arabs, also opposes union 
under a Moslem monarch, while Syria, 
a republic, would accept only a repub- 
lican “Greater Syria.” 

The managing director of the Arab 
League, who remains on good terms 
with most of the Arab rulers, is an 
Egyptian, Abdul Rahman Azzam Pasha. 
In two years of active leadership he not 
only has held the League together, but 
has made progress toward the common 
aims set forth at the Cairo conference. 

The League’s objectives are “to co- 


, ordinate policies in order to achieve co- 


operation” between the Arab states. 
Resort to force to settle disputes is pro- 
hibited. The Council of the Arab League 
is to determine League action against 
aggressor states. . . 

In addition, the Arab League has set 
up six committees to further co-opera- 
tion in economic and financial affairs, 
communications, cultural affairs, extradi- 
tion and passport matters, social affairs 
and health problems. 

It is the plan of the League’s leaders 
to use the committees to bring about 
customs unions and to encourage other 
schemes for unity. At present, however, 


. the energies of the League are concen- 


trated on several problems of interest to 
all members. The first of these is the 
Palestine problem. 
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Arab unity on the Palestine question 
is complete as to aims, but divided on 
methods. Both the League and the 
Grand Mufti are determined to halt 
further Zionist immigration, thus freez- 
ing the present 2 to 1 ratio of Arabs to 
Jews. They also are determined to pre- 
vent the division of Palestine, which 
they say is, and must remain an Arab 
state. 

Azzam Pasha and the League seek to 
attain these ends by peaceful means. 
The League is urging Palestine Arabs to 
co-operate with the United Nations Spe- 
cial Committee now investigating the 
Palestine problem. Palestine Arabs, 
however, are giving little co-operation, 
prefering the advice of the Grand Mufti 
who says that Zionist influence. within 
the United Nations is too strong to give 
Arabs a proper hearing. The Grand 
Mufti is encouraging Palestine Arabs to 
prepare for armed resistance if neces- 
sary. 

The Arab League is looking beyond 
the Holy Land to gain support for the 
Arab cause. Many leaders of the League 
are convinced that Arab strength under 
present circumstances can be increased 
by bringing pressure on European pow- 
ers still holding Arab lands other than 
Palestine. | 

The League is supporting Egypt's 
demand that the Anglo-Egyptian Sudan 
be united with Egypt. In addition, the 
League is, asking the U.S., Britain and 
Russia to give independence to the 
former Italian colonies of Tripolitania 
and Cirenaica in Libya or, failing this, 
to give Egypt a trusteeship through the 
United Nations over both areas. 





Nationalist leaders in Morocco, Al- 
geria and Tunisia are getting open sup- 
port from the Arab League in their de- 
mands for independence. France is 
particularly concerned about Tunisia, 
whose nationalist leader, Habib Bour- 
guiba, recently visited Washington seek- 
ing U.S. support against French policy 
in Tunisia, 

In Morocco, the Sultan’s friendly 
gestures to the Arab League at the end 
of the war led the French to send a 
new Resident General to Morocco and 
to give the Sultan a new premier. The 
Arab League, however, now is protect- 
ing Abd-el Krim, the leader of Riff 
tribesmen in Morocco who, until re- 
cently, was a French prisoner on Re- 
union Island in the Indian Ocean. The 
Riff leader left the ship taking him to 
France as it passed through the Suez 
Canal and now is a guest of Egypt's 
King. | 


The Strategic View 


What is worrying the French in 
North Africa and what is encouraging 
the Arab League is the attitude of the 
U.S., Russia and Britain. toward Arab 
aspirations. 

The Arab, who ruled and was ruled 
by the sword for so many centuries, 
still looks at the strategy of war for 
guidance in peacetime. Leaders of the 
Arab League believe that U.S. policy 
in Europe and the Mediterranean, is 
based on the assumption that, in the 


‘ event of war, the Arab countries would 


prefer the U.S. to Russia. Arabs feel 
that U.S. aid to Greece and Turkey 
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would be valueless unless the U.S. had 
friendly allies on the southern shore of 
the Mediterranean and in the Near 
East. 

In addition, American oil companies 
now are beginning to invest a half bil- 
lion dollars in Arabian oil. Arab leaders 
believe the U.S. will follow a friendly 
line toward the Arab states in order 
to secure these oil concessions against 
Soviet influence. 

Russia is not idle in the Arab coun- 
tries. Russian diplomatic missions are 
heavily weighted with Moslems from 
the five Soviet Republics of Central 
Asia that are managed by Communist 
Moslems. A delegation of Moslem reli- 
gious leaders from these Soviet states 
has just completed a 14-week tour of 
Saudi Arabia and Egypt. Communist 
parties in Egypt, Lebanon and Syria, 
however, are small and weak. 

The Arab League also is striving to 
improve relations between its members 
and Turkey. Syria's quarrel with Tur- 
key centers around the Hatay region 
and the harbor of Alexandretta, which 
the French ceded to the Turks before 
World War II. If a settlement is reached 
on this question, Turkey may be sup- 
ported by the Arab League in its de- 
fense of the Dardanelles against Rus- 
sian pressure. 

U.S. diplomacy is naturally interest- 
ed in obtaining Arab support for Tur- 
key, while the Russians are equally 
interested in preventing such an alli- 
ance. From the rivalry of the great 
powers, the Arab League hopes to gain 
support for its plan for a united Arab 
world. 
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BATTLE OVER WAGE BASE IN BRITAIN 


Workers’ fear of cost-of-living index, 


to which pay is geared. Government use 
of new table in effort to lower subsidies 


Reported from LONDON 


Britain’s Labor Government is clearing 
the decks for the battle over wages and 
prices. It asks workers and consumers to 
accept a new and controversial yardstick 
for measuring the cost of living. 

Dry statistics have been turned into a 

political hot potato. Official name of the 
new yardstick—Interim Index of Retail 
Prices—is becoming a commonplace in 
the press and in conversation. Most of 
Britain’s twenty million workers now 
know that cost-of-living index is a picture 
of daily living painted in mathematical 
terms. 
@ The old index was a horse-and-buggy 
affair. The working-class home it mir- 
rored was a grim place. Only furnishings 
it provided for were ironmongery, pot- 
tery and brooms. Women made their own 
clothes. There was no jam on the bread. 
@ The new index provides a home with 
more comforts: furniture, glassware, cur- 
tains, vacuum cleaners, radios and both 
jam and marmalade. Oddly enough, most 
British workmen would rather go on 
with the horse-and-buggy index. That is 
because they think the new index will 
reduce the buying power of their take- 
home pay. 

In official terms, the retail index is the 
yardstick for measuring the cost of liv- 
ing. Wages of nearly three million British 
workers are geared directly to living 
costs through contract provisions. For 
virtually all other organized British work- 
ers, it is trade-union policy to seek wage 
increases to keep pace with any increase 
in living costs. 

@ Relying on subsidies that to date have 

cost more than four billion dollars the 
Government has tried to freeze both 
prices and wages since 1941. But rising 
cost of the subsidies is now approaching 
the crisis stage. The final goal, toward 
which the new index is a first step, is to 
ease out from under the burden of sub- 
sidies without completely upsetting the 
apple cart. 

Prime Minister Attlee and Chancellor 
of the Exchequer Hugh Dalton are 
frightened by the specter of a wage-price 
spiral. They know that if prices start to 
rise sharply and new wage demands fol- 
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low, Britain’s 
soon will buckle. 

They also are aware of the widespread 
demand that real wages be maintained. 
Rank-and-file leaders go further and say 
that British life will freeze into perma- 
nent “austerity” unless real wages soon 
move upward. 

In continuing wartime controls, Brit- 
ain has a bull by the tail. Subsidies keep 
living costs down, but only by an annual 
outlay that now totals $1,200,000,000 
in Government funds. Despite a virtually 
stable price index, wages have risen more 
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than 27 per cent since 1942. Thus, even 
while one eighth of all Government ex- 
pendiiure is used to stabilize the econ- 
omy, living costs are rising. What will 
happen to wage rates when the Govern- 
ment iets go of the bull’s tail is what 
worries the Labor Administration. 
@ Government aim now is to soften the 
statistical impact when subsidies are re- 
moved or cut. Here is the reasoning: 
Subsidies on food, utility clothing and 


coal held living costs to a three-point . 


rise in more than six years. 

Eighty per cent of the family budget 
was spent on these subsidized items in 
the old index. 

Eighteen per cent rise in the old index 
would result if subsidies were dropped. 

Fifty-one per cent of the family budget 
comes under the subsidized categories in 
the new index. Even this percentage 
covers many items subsidies do not reach. 
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Ten per cent would more than cover 
the jump in the new index if subsidies 
were dropped altogether. 

If subsidies are reduced, prices will 
rise in proportion, no matter what index 
is used. But the figures above show that 
the official cost of living will rise less 
under the new index than it would have 
under the old. A smaller rise in the index 
means a smaller rise in wage, social se- 
curity and any other payments which are 
geared to the index. 

Conflicting opinions divide the Labor 
Party’s own ranks. Prospect is that no 
one will be fooled by the new figures. 
What impends is an honest debate on 
whether the old index or the new is more 
in accord with the facts of present-day 
British living. How rank-and-file labor 
leaders will argue is no secret. One of 
them anticipated the approaching battle 
three years ago when he announced: 

“There must be no tampering with 
real wages by juggling with the cost-of- 
living figures.” 

Against this charge of juggling, sup- 
porters of the new index claim that it 
is no more and no less than a shift from 
an obsolete pattern to a base that is more 
in keeping with actual living standards 
today. 

@ Background which both sides cite in 
their arguments: 
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In 1904, figures were collected on the 
British workman’s standard of living. In- 
come and outgo of 2,000 working-class 
families were analyzed to determine the 
typical budget. 

In July 1914, the Government began 
to keep tabs on the cost of living. The 
index begun then was based on the typi- 
cal budget of 1904. That index, issued 
monthly for 33 years died last month. 

In October 1937, the Ministry of La- 
bor set out to modernize the index. New 
studies of 9,000 workmen’s families, each 
with three children and an income below 
$1,000 a year, revealed marked changes 
in living standards and buying habits. In 
particular, food had dropped from 60 
per cent of all expenditures to 40 per 
cent. World War II started before the 
new tables were ready, and the project 
was shelved for the duration. 

In January 1940, the Chancellor of the 
Exchequer instituted food subsidies in 
an attempt to slow down the wartime 
zoom in the cost of living. The following 
year, he expanded the program and at- 
tempted a complete freeze of living costs 
and wages. From 1941 to 1947, the old 
index, which was still used as the base, 
was held to a rise of 3 per cent. But the 
cost of subsidies rose from less than 
$400,000,000 in 1941 to a current an- 
nual rate in excess of $1,200,000,000. 


BRITAIN IN 1947: New cost-of-living figures will reflect what 


it costs to live like this 


In March 1947, the same committee 
which made the 1937 studies recom- 
mended that a new temporary index, 
based on those studies, be substituted 
for the old index. Recommendation was 
that no attempt be made to link the old 
index with the new, but that a new page 
be started, erasing all past history so far 
as statistics were concerned. 

The new temporary index goes into ef- 

fect this month. Comparison of the in- 
dexes reveal that subsidized items were 
cut down even lower than those in the 
1937 tables. The old index allocated 60 
per cent of the entire budget for food. The 
1937 studies placed food at 40 per cent 
of total spendings. The new index places 
food at 35 per cent of expenditures. 
@] What’s coming: July figures for the 
new index, which now is officially in 
force, will come out in mid-August. Cer- 
tain effect will be new terms in all union 
contracts which now have cost-of-living 
increase clauses. 

If British workers accept the new set- 
up, no sudden or drastic action is ex- 
pected on subsidies. First step probably 
will be to shut off any further increases. 
Cutbacks, when they come, will be grad- 
ual. Only point on which British senti- 
ment is unanimous is that, if subsidies 
were wiped out. overnight, the cure 
would kill the patient. 
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COFFEE SURPLUS IN SIGHT: 





BLOW TO LATIN AMERICA 





Further drop in dollar earnings as result of 
price decrease caused by near-bumper crop. 
Scramble to obtain new markets in Europe 


Lower coffee prices for U.S. consum- 
ers, but shrinkages in Latin America’s 
ability to buy U.S. goods, now are in 
prospect as coffee production begins to 
outstrip world consumption. 

Big crops in Brazil and Colombia are 
forerunners of cheaper coffee for Ameri- 
can homes and restaurants. 

In the U.S., coffee-drinking increased 
sharply under the stress of war, but now 
is leveling off. Europe can find the money 
to buy only 60 per cent as much coffee 
as before the war. 

This adds up to marketing trouble for 
Latin-American producers, and selling 
trouble for American exporters. For, 
when coffee prices drop, the purchasing 
power of the producing countries also 
declines. 

Fourteen countries in the Western 
Hemisphere sell coffee to the U.S. For 
most of them, coffee is the chief source 
of dollars. Last year, their coffee exports 
to the U.S. brought them more than 


$465,000,000, or 42 per cent of their total 
dollar receipts. 

This year, the dollar earnings of these 
coffee-producing countries are starting to 
taper off, while their dollar outlays for 
imports from the U.S. are way up. 

@ Brazil is feeling the squeeze acutely. 
In the first four months of 1946, Brazil 
sold the Unitéd States $26,000,000 more 
than she bought. This year, in the same 
period, she found herself $75,000,000 
in the red on her trade with the U.S. 

As a result, Brazil is having to tighten 
exchange controls and to ration imports 
in accordance with a priority system. 

A sharp decline in buying of Brazilian 
coffee by U.S. importers since late 
March has been a major factor in Brazil's 
difficulties. Coffee normally represents 
more than a third of Brazil’s exports. 

U.S. buying of Latin-American coffee 
is bound to pick up soon. But Brazil’s 
troubles cast a cloud over the good news 
that a large coffee crop is at hand. 


MORE COFFEE FROM BRAZIL: WILL U.S. PRICES DROP? 
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Coffee production in Brazil during the 
war suffered from drought and unusual 
frost conditions. Many experts felt that 
Brazilian production would never re- 
cover. The chart shows the sharp dip in 
exportable production during the war. 

The 1947-48 crop, however, is esti- 
mated at 16,670,000 bags of exportable 
coffee. That is the largest crop since the 


“ 1939-40 season, but it falls far short of 


the mammoth crops of the ’20s and ’30s. 

Recovery in Brazilian production 
shows, nevertheless, that fears of a per- 
manent shortage in world coffee have 
been exaggerated. 

@ Colombia also faces dollar diffi- 
culties, enhanced by the recent slump 
in U.S. purchases of coffee. ° 

Fewer import permits are being issued 
by Colombian authorities, as a result. 
Authorizations for purchases from the 
U.S. are screened most carefully. 

Exports of Colombian coffee this year 
will be about six million bags—50 per 
cent above the prewar level. Production 
in Colombia has been increasing steadily 
in recent years. The mild Colombian 
coffees command higher prices than the 
average Brazilian. Growing premium 
grades, Colombia has less to fear from 
a world surplus than has Brazil. 

@ The European market becomes more 
important to all Latin-American growers 
as U.S. demand for their coffee eases. 

In prewar days, Europe consumed 
about 9,000,000 bags of Latin-American 
coffee annually. But in 1946 Europe 
bought only 3,700,000 bags in the West- 
ern Hemisphere. : 

Competition for the European market 
will grow keener now that the trend of 
U.S. consumption is becoming clearer. 
But difficulties are springing up. For in- 
stance, Sweden now is rationing coffee, 
and other countries are watching imports 
carefully. 

European countries, such as Britain, 

France and Belgium, have been buying as 
much coffee as possible from their colonial 
territories to save foreign exchange. 
@ A world surplus in coffee is probable 
in the crop year that started July 1. Ex- 
portable production will approximate 30,- 
400,000 bags. In addition, stocks of old 
coffee in Brazil amount to at least 3,000,- 
000 bags. 

World consumption will absorb only 

around 28,500,000 bags. 
@ Prices of coffee weakened this spring, 
as U.S. distribution channels became 
overloaded. Now U. S. stocks are closer to 
normal, but leveling off,of U. S. consump- 
tion, combined with uncertainties in Eu- 
rope, weight the scales in favor of lower 
prices, as coffee production swings up 
closer to prewar figures. 
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At_ midyear, here is the U.S. balance sheet with the rest of the world: 
On the credit side, the U.S. thus far in 1947 has sold nearly $10,000,000,- 





000 worth of goods and services abroad. 


That's what has been paid into pockets of American farmers, factory workers 
and owners, miners, shipping and railroad men, and investors.. 

But_ that's not clear gain. About 40 per cent of the $10,000,000,000 really 
came right out of the pockets of the American people. 

These were the exports paid for by U.S. gifts and loans. Maybe later there 
will be some return on the loans. But too much should not be expected. 

The rest of the exports were paid for out of proceeds from U.S. imports 
and by drawing down the dollar balances and gold holdings of other countries. 





The result of the first half's trade is that gold and dollar balances of the 
buyers have been cut by more than $2,000,000,000, leaving around $20,000,000,000. 

Most of the shrinkage has been in dollar balances. 

Dollars are the most liquid form of assets. Much of the gold held by other 
governments is required to back inflated issues of currency. 

At the present rate of U.S. exports and imports, these dollar holdings will 
be halved by the year's end, despite continuing U.S. gifts and loans. 

Early in 1948, dollar balances will run out, unless something is done to 
replenish them. This is the background as a big program of aid to Europe is being 
discussed. It indicates that Latin America and some parts of Asia also will be 
heading into-dollar difficulties much sooner than had been popularly imagined. 











A double squeeze is to pinch those trading with the U.S...e.<. 

Not only are U.S. exports siphoning off dollars at a startling rate, but 
U.S. imports are not coming up to expectations. This means that other countries 
are earning fewer dollars than they had hoped. 

This import trend is likely to become more noticeable in months ahead. 

Major imports into the U.S. show price weaknesses, reflecting a falling 
off in demand after the lush sales of 1946. 

Coffee prices, already down, are to drift lower. U.S. consumption is not 
keeping up to last year's level. What's more, a world surplus is developing 
in coffee. You get the story of the changing situation in coffee on page 26. 

Natural rubber prices are plunging downward, are now at the lowest levels 
since 1939. The Paris conference on rubber will try to stem the tide. 

Copra, source of coconut oil, also is falling in price. 

Silk sales have been disappointing in the U.S. and prices are down, 
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WORLD COMMERCE AND INDUSTRY-- (Continued) 


Copper prices seem to be at the top of the hill and demand is weakening. 

Furs, whisky and wines from other countries are moving more slowly across 
U.S. retail counters. Price concessions are showing up here and there. 

Suppliers of these products, in Latin America, the Far East, Africa and 
Europe, have something to worry about, if the present trend continues. 

Trouble is that prices of the things these supplying countries buy from 
the U.S. are not declining as much as the things they sell. 

The chances are, therefore, that the raw-material countries, mainly outside 
Europe, are heading into a tight spot. Thus, the U.S. may have to think in terms 
of world aid. Europe may come first, but these other areas cannot be forgotten. 














China already is in deSperate StraitS.eccece 

The Chinese puzzle daily gets more complicated. 

Raging inflation there seems to be reaching toward a climax. 

Dollar resources are nearly gone. 

China's trade overseas is practically at a standstill. 

U.S. businessmen consider the situation too risky, delay their plans. 

Washington is being maneuvered into the position of either putting up more 
money or Simply standing idly by, watching disintegration. Political consider- 
ations and the pressure of U.S. investment in China will dictate further U.S. help. 














The U.S. is to get some help in shoring up Europe..... 

The idea that the U.S. is the only available source of funds is not accu= 
rate. The U.S., however, is the only present source for very large améunts. 

Canada, not in a position to help much, nevertheless will put up $20,000- 
000, for post-UNRRA relief. The U.S. contribution is $350,000,000. 

Argentina is continuing to pass out credits in Europe. Her latest arrange- 
ment, with Italy, covers a revolving credit of $85,400,000 and an outright loan 
of $61,000,000. A credit, reported at $150,000,000, is being negotiated with 
France. Denmark also may get a loan. Earlier credits were extended to Spain, 
Czechoslovakia, Belgium and Finland. Most of these deals involve "tie in" 
arrangements, calling for purchase of Argentina products. 

The World Bank is another source of funds. Following the $250,000,000 loan 
to France, the Bank is considering $50,000,000 for Denmark and $20,000,000 for 
Luxembourg. The Bank's future loans in Europe will be tied in closely with 
whatever plan can be worked out for U.S. aid. 

Problems will arise if the Bank wants to make a loan, for example, to re= 
vive the Ruhr coal industry. Ordinarily, the Bank's loans are guaranteed by the 
borrower's government or central bank. A Ruhr loan probably would have to be 
guaranteed jointly by Britain, the U.S., France and other benefiting countries. 

Actually, of course, a large part of any funds to be loaned by the Bank 
will represent U.S. money, in the last analysis. 

















Assurance of large U.S. aid for Europe for four or five years would make 
it easier for the World Bank to sell its bonds in the U.S. market. 

First issues of the Bank would not be affected because they will be 
marketed long before the final decision on the scope of U.S. aid. 

But_the U.S., as a senior partner in the reconstruction job, cannot help 
but strengthen the World Bank in the eyes of American investors. The World 
Bank was just beginning to look too small for the rebuilding job ahead. 
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SHINWELL: Crisis in British Coal 


Ca BRITAIN, which is taking the 
lead in planning for European re- 
covery, now is confronted with an unex- 
pected crisis at home. British coal pro- 
duction, scheduled to shatter new re- 
cords, has’ been falling, not rising. As a 
result, Emanuel Shinwell, Minister of 
Fuel and Power, has an emergency on 


his hands. ~ 


@ “Manny and his miners” are veterans 
of British crises. Shinwell’s political op- 
ponents call him “the Donald Duck of 
the Labor Party,” but they do not deny 
that British recovery depends mainly on 
the work of miners who look to “Manny” 
as their champion in the Government. 

British coal production, set back by 
bad storms early this year, climbed 
swiftly up to new records in the spring. 
Thanks in large part to Shinwell’s argu- 
ments, the miners now work a five-day 
week. During the first two weeks of the 
short week, Britain’s miners equaled post- 
war records for the six-day week. 

Thus encouraged, Britain’s Labor Gov- 
ernment is taking up U.S. Secretary of 
State George C. Marshall’s suggestion of 
a European plan for economic recovery 
by leading negotiations with Russia and 
France at Paris. But the crisis in coal 
now threatening Britain's own recovery 
suggests that her contribution to Euro- 
pean recovery may be even less than 
expected. 

@ The alarm sounding through Britain’s 
coal regions began in the last half of 
June. Statistics for the first part of that 
month disclosed a drop in production 
below previous levels of four million tons 
a week. The loss in the first two weeks in 
June was 350,000 tons of coal per week. 

What is happening in Britain is that 
miners are tending to relax on the job 
after a spurt of hard work in May, first 
month of the five-day week. 

Absenteeism, down to record lows in 
May, is up again. Under the five and one- 
half-day week, about 14 per cent of the 
miners took a day or so off in the work 
week, When the five-day week began, 
only 8.1 per cent of the miners missed 
working-time and only 3.2 per cent of 
these absentees were classified as “volun- 
tary.” Through June, however, more 
miners took more time off. 

Strikes are worrying Shinwell and the 
labor leaders who are trying to boost 
production under the five-day week. Few 
underground miners are on strike, but 
surface workers are trying to get more of 
the benefits given to those digging coal. 


In South Wales, nearly 4,000 checkers 
and clerks employed at mine heads and 
loading stations are on strike for better 
hours within the five-day week. About 
200 mines are affected by the strike. 
Miners are keeping most of the Welsh 
mines in operation by doing the checking 
and clerical work themselves, but produc- 
tion is suffering. 

Similar strikes by surface workers in 
Lancashire are keeping four mines closed. 
Shinwell’s main concern, however, is not 
to settle such strikes as these, but to spur 
the mass of Britain’s miners into higher 
production per man hour. 

@ Plain talk to the miners is Shinwell’s 
policy. Arthur Horner, general secretary 
of the National Union of Mineworkers 
and an avowed Communist, told York- 
shire miners that they might soon get 


.special old-age pensions as a tribute to 


their difficult task in the nation’s econ- 
omy. Shinwell, speaking from the same 
platform, made no such appeal. He is 
promising nothing but grief for the miners 
unless production rises. 

If coal output does not increase, Shin- 
well is saying, the miners must go back 
to a five and one-half-day work week or 
even to a six-day week. In addition, the 
wages earned by miners are to be worth 
less because there will be less to buy, less 
to eat and less work to be done by all 
save the miners. 

Shinwell also is giving the miners 


gentle hints that unemployment in other 
industries, which will increase if coal 
production falls, will mean more com- 
petition for the miners’ wages. 

Unemployment in May was down to 

332,000, the lowest in 18 months, but 
it rose in June because a steel shortage 
forced some factories to close. Some of 
these unemployed workers are switching 
to jobs in the mines. 
@ The Government’s gamble is that 
enough coal will come out of the mines 
before winter satisfy the needs of Brit- 
ain’s steel industry and still leave enough 
coal for industry's stockpile to avoid an 
industrial breakdown next winter. 

Until recently, the steel industry was 
getting less coal than it needed in order 
to enable an increase in the coal stock- 
piles throughout the country. As of 
May 1, coal stocks stood at 6,000,000 
tons. At the beginning of July, coal stocks 
are about 8,800,000 tons, but the mini- 
mum for winter safety is set at 15,000,- 
000 tons by October 1. 

From now on, however, steel is to get 

first call on coal and stockpiles are to get 
what is left. This priority is to provide 
steel for the shipbuilding, automobile and 
other industries producing for export. If 
coal output continues to fall, however, 
even steel will not get enough coal. 
@ The Shinwell issue is running a close 
second in Britain’s table talk to the ques- 
tion of coal production. Britons are either 
anti-Shinwell or pro-Shinwell; few are 
undecided. 

During the winter, when it was Shin- 
well’s responsibility to see that enough 
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‘MANNY’ AND HIS MINERS: Mr. Shinwell has the pipe 
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coal was kept in the stockpiles to meet 
the nation’s needs, storms of snow and 
rain stalled transport. Industry was left 
without coal; Britons were without heat 
in their homes. “Shiver with Shinwell” 
became the battlecry of Conservatives 
who demanded his removal from the 
Cabinet. 

The Labor Government, however, 
noted that no man could have foreseen 
the worst storms in Britain’s modern his- 
tory. In addition, the colorful, outspoken 
and often tactless Shinwell was immense- 
ly popular with the miners. 

Shinwell’s popularity among miners 


arises from a life-long career as a labor 
leader. He quit school at 11, but few 
members of Parliament can deliver bet- 
ter speeches than Shinwell’s unprepared 
talks. He prefers talking to writing and 
generalities to statistics, but his organ- 
izing ability is widely recognized. 

Through the next weeks, Shinwell is 
to meet the major test of his 62 years. 
If Britain is to play an active part in the 
planning for Europe, Britain's own econ- 
omy must be based on rising production. 
More coal is needed to boost production 
and it is Shinwell’s job to see that his 
miners get out the coal. 





BRUCE: Businessman Envoy to Argentina - 


T THIS TIME, when the U.S. wants to 
know how much business can be done 
with Argentina, an American business- 
man, James Bruce, is being sent to Buenos 
Aires as Ambassador. 

The job for Bruce is different from that 

of his predecessor, George S. Messer- 
smith, a career diplomat, who exercised 
a rather broad power of attorney to 
liquidate a political quarrel between the 
U.S. and Argentina. As a result of 
Messersmith’s conciliation, a basis now 
exists for developing economic and po- 
litical co-operation, including Argen- 
tina’s part in the mutual defense of the 
Western Hemisphere. 
@ New problems. It is up to Bruce to 
appraise the opportunities for trade and 
investment in a rising nation whose 
present population of 16,000,000 is dou- 
ble that of 30 years ago. In the current 
buying rush, Argentine purchases in the 
U.S. are running at a rate of approach- 
ing $700,000,000 a year. 

At the outset, Bruce will find Argen- 
tina’s economy subject to a high degree 
of Government management. The idea of 
the Argentine President, Juan Domingo 
Peron, is to do a great many things at 
once. Steel plants are desired. Industriali- 
zation is to be underwritten almost over- 
night by high profits from food sales. 
Lending and spending is ona scale that 
can strain Argentina’s reserves of gold 
and foreign exchange. 

Already in Argentina there is occa- 
sional nervousness about an end of the 
boom in wheat and meat. Farmers grum- 
ble about price fixing and the Govern- 
ment’s export monopoly. But the official 
direction continues and more and more 
controls are appleid to enforce a five-year 
plan of development. - 

The new U.S. Ambassador will find, 
too, that Argentina’s economic capabili- 
ties have a direct-relation to her political 
intentions. In effect, Argentina has been 
making political use of her power to 
supply or withhold food from her neigh- 
bors, particularly Chile and Boliva and, 
to a lesser extent, Brazil and Uruguay. 

Argentina’s tendency to exploit her in- 
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fluence beyond her borders soon will be 
tested. With U.S. approval, the 21 
American republics are to try at Rio de 
Janeiro to frame a long-delayed treaty of 
mutual defense. The outcome will indi- 
cate whether Argentina now intends to 
work in harmony within an inter-Ameri- 
can system or to maneuver for special 
advantages. 

@ Personal equipment. To his job in 
Argentina, Bruce brings a natural en- 
thusiasm for hard work, a knowledge of 
the ups and downs of banking and a 
wide familiarity with industrial manage- 
ment. His business interests amount to a 
one-man directory of directors. They in- 
clude aviation, shipping, sugar, coal, 
utilities, insurance, residential . financing 
and installment credit. 

Often in the business world Bruce is 
identified first as a vice president and 
director of National Dairy Products Cor- 
poration, a position he held for 12 years. 
He has taken a particular interest in the 
development by a subsidiary of that 
firm of a synthetic fiber used in textiles. 

Bruce has more than a speaking ac- 
quaintance with the practice of diplo- 
macy. In Italy and the Balkans immedi- 
ately after World War I, he carried out 
at least two assignments from the Paris 
Peace Conference. Through business and 
pleasure travel, he has seen much of 
Latin America, especially Cuba and 
Mexico, and has acquired some facility in 
Spanish. 

In appearance, Bruce, now 54, is a 
genial, large-framed man, weighing more 
than 200 pounds. He prefers transacting 
business with others face to face or by 
telephone, limiting his correspondence 


and reducing memoranda to an occa- 


sional hand-written note. He is rather 
quick to make decisions and frequently 
responds to some lengthy proposal with a 
favorite phrase: “That does (or doesn’t) 
make sense.” 

@ Bruce's background. Born both to cul- 
ture and means, Bruce is the oldest of 
two sons of the late William Cabell 
Bruce, lawyer, historian and Democratic 
Senator from Maryland. His brother, 
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David, is a special assistant to the U.S. 
Secretary of Commerce. 

Bruce was graduated from Princeton 
in 1914 and then studied for a degree 
in law at the University of Maryland. As 
a student editor, he found among his 
staff associates on the Daily Princetonian 
James Forrestal, now U.S. Secretary of 
the Navy and Robert McLean, now presi- 
dent of the Associated Press. Norman 
Armour, another friend then doing grad- 
uate work at Princeton, now will receive 
Bruce’s reports as an Assistant Secretary 
of State in Washington. 

In World War I, Bruce saw action in 
France early in 1918 and went on to the 
Battle of St. Mihiel where he distin- 
guished himself by artillery staff work. 

Bruce was selected as an aide to Presi- 


‘dent Wilson for the latter’s ceremonial 


visit to Rome on Jan. 3, 1919. Thomas 
Nelson Page, Ambassador to Italy, asked 
for Bruce to remain in Italy. Wilson ap- 
pointed him an assistant military attache. 
Later he was sent as a representative of 
the Peace Conference to inquire into dis- 
orders in Albania and Montenegro. 
Bruce debated over going ahead with 
a diplomatic career, but decided instead 
to return to the United States where he 
was discharged as a major from the Army 
he had entered as a private. 
For more than a dozen years, Bruce 
engaged in banking in Baltimore, in New 
York and overseas. He spent 1934 in 
Washington as a Government adviser on 
housing finance. Upon his return to pri- 
vate business, his rise as a corporation 
executive was rapid. 
@ In Buenos Aires, Bruce looks forward 
without qualms to a difficult assignment. 
The warning of friends that a U. S. Am- 
bassador in that spot must spend much 
more than the $45,000 allowed by the 
Government fails to disturb him. What 
does bother him a little is the possibility 
that he may not have time and oppor- 
tunity for his favorite sport, hunting. 
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Fur raising is big business for Russians 
who cater to luxury trade of ‘capitalists’ 


PUSHKIN 
apy, if you think that Russian sable 
you are wearing was trapped in the 
cold and snowy forests of Siberia, you 
probably have another guess coming. 
More likely it came off the back of a 
domesticated little animal born, bred and 
brought up like a bottle baby in the 
rolling countryside right outside Moscow. 
The same goes for your sister's Russian 
mink and that gorgeous Russian silver 
fox you saw in the furrier’s window on 
Main Street. I paid a visit to their rela- 
tives the other day and they're doing fine. 
Their coats are a little scraggly at this 
time of year because they've shed for 
the warm weather. But Russia can always 
be sure that winter will come again and 
the mink and the fox and the rest will 
produce warm, thick and prime furs for 
the world’s market. 

When Russians are converted to any- 
thing they are converted whole hog. Mass 
production is the current craze and they ve 
even applied conveyor-belt production 
methods to the fur-bearing animals. 

Furs are one of Russia's major exports 
and about one third of the furs go to 
the United States. It’s a big business 
and the Russians are taking no chances 
with the wind, weather and vagaries of 
fur trapping in the limitless miles of 
the U.S.S.R. They still trap a large 
number of fur-bearing animals in their 
natural habitat, but they stabilize their 
annual production by bringing up a 
sizable crop by hand. 

On Sunday, I visited the 3,000-acre 
“State Farm for Bringing Up Animals 
Named After Pushkin” near the small 
town of Pushkin, named after the famous 
poet. 

Some of Russ:.s outstanding officials 


- have picked out the area as their favorite 


summer resort. Down the road a short 
distance is a rest camp surrounded by a 
high green fence for members of the 
Communist Party Central Committee. 
The director of the Pushkin fur farm 
is a brawny, red-cheeked six-footer with 
iron-grey hair who looks like the fur 
trapper he once was. He joined the 
“Workers and Peasants Red Army” dur- 
ing the revolution and ended up in 
Siberia chasing White Guards. He’s been 
spending the last 20 years providing furs 
for the market. When he became director 


of the newly established fur farm here 
in 1928, it was one of the first in the 
Soviet Union. Now there are 67 other 
fur farms. 

This director is something of a diplo- 
mat. When I asked how big the farm 
was, he said: “By American standards 
it’s not big, but by Russian standards it’s 
tremendous.” 

The farm has upwards of 1,500 sables, 
fox and mink now. Like every other en- 
terprise in Russia, it has a planned output 
and every animal has a breeding quota 
of its own. When the animals fail to 
realize their duty and fall below the 
quota of young assigned them they are 
liquidated with the annual winter crop. 

It was somewhat disillusioning to learn 
that the famous Russian mink isn’t Rus- 
sian at all, but Canadian. They didn't 
like Russia after they were first trans- 
planted and their production was far 
below normal. The director assured me, 
however, that they've learned to like the 
country now. 

The mink are very secretive about 
their young, so each mother mink is pro- 
vided with her own private “iron cur- 
tain” in the form of a little hut inside 
the big cage where she can feed her 
brood. . 

The farm ran down during the war, 
but now there's considerable construc- 
tion activity as there is elsewhere in the 
Soviet Union these days. A new, indi- 
vidual cage on stilts is being erected for 
each animal to replace the prewar cages 
on the ground. The little huts inside the 





cages are scrubbed daily and kept spot- 
lessly clean. 

The sables are the most delicate and 
require the greatest care. They get a half 
pound of meat daily (and won't eat any 
that isn’t freshly killed) and a mixture 
of milk, chopped eggs, vitamins and 
vegetables prepared in a special kitchen. 

As a result of this supercare and food, 
says the director, the furs are as good or 
better than those taken in the wild state, 
which are sometimes damaged by the 
animals’ struggle for survival, or when 
they are trapped. 

Sixty women are employed to look 
after the animals’ every need. The 
“nurses’ are paid an average of 400 
rubles monthly and a bonus of better 
food if their wards more than fulfill their 
reproduction quota. All food for the ani- 
mals and employes is raised on the farm. 

The several hundred farm hands and 
families have a community mess hall, 
two schools, two hospitals (one for 
humans and one for animals), clubhouse, 
barbershop, shoemaker, tailor and a pub- 
lic bath. Their ration cards are of the 
second highest category and they can 
buy food, clothing, household utensils 
and hardware from state and co-operative 
stores. 

There’s a free bus into Pushkin and 
there one can catch an electric train for 
Moscow. Each family has a sturdy log 
cabin, generally comprising one room 
and kitchen, surrounded by a garden 
plot from which they get what they 
raise. The farm hands are entitled to 
1% acres for their personal use, but they 
must cultivate the plots to keep them. 
To encourage long-term residence and 
discourage a large labor turnover, loans 
up to 15,000 rubles are extended for 
farm ‘workers to build their own homes. 
This house, garden and livestock arrange- 
ment is called the “personal economy’ 
of the farm hand. He may run his place 
as he pleases but he pays taxes on his 
income from it. 

The fur farm once belonged to a Ger- 
man baron Who lived in Moscow. His 
summer home, a large stone building in 
the style of a medieval German manor, 
is now divided into apartments for the 
families of the farm’s specialists. 

You can’t help realizing that, in this 
lovely and quiet setting, some of the 
most highly skilled workers of the world’s 
greatest Communist state dream and 
plan of producing bigger and _ better 
crops of one of the most valued luxury 
products for women of the capitalistic 
world. R. K. 
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American school shows Greek youngsters 


how to get most from their rocky farms 


SEDES 
G=™ PEASANTS scattered through 
tiny villages of Macedonia and 
Thrace are using American techniques 
in their farming. The land is barren, the 
annual rainfall is only 17 inches, yet they 
manage to produce a sizable crop every 
year. Behind this success is the American 
Farm School located near Sedes. It pro- 
vides one example of how U.S. aid can 
help in improving Greece’s agriculture, a 
vital element in the nation’s economy. 

Charlie House, a Princeton graduate, 
is the driving force of the school. He 
doesn’t try to teach the peasants the 
technique of advanced mechanized farm- 
ing. Farmers are too poor to be able to 
afford the necessary equipment, so the 
school instructs them in how to take 
better advantage of the meager resources 
they have at hand. Everything taught in 
classrooms and on the fields can be put 
to a practical use in any of the poverty- 
stricken villages. 

The American Farm School was found- 
ed by John House, an American mis- 
sionary who wanted to improve living 
conditions among Greek peasants. He 
graduated his first class of two boys in 
1910. By 1941, when the school was 
closed because of the German occupa- 
tion, the roster showed 140 students. 
Most were from Northern Greece, al- 
though some came from as far away as 
Crete. 

Any country boy between the ages of 
14 and 16, who has completed primary 
school and plans to be a farmer, qualifies 
for admittance. 

After World War I, many farmers sent 
their sons to the school to learn English 
to prepare them for emigration to the 
United States. Then U.S. immigration 
laws were tightened up, refugees from 
Asia Minor offered competition to the 
farmers and the Greek Government be- 
gan studies on the improvement of the 
country’s agriculture. Peasants became 
more interested in the actual technique 
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of farming, and looked to the Farm 
School for guidance. 

Today the people of Macedonia and 
Thrace consider the school part of their 
life. Graduates are proud to show off the 
English they learned and display their 
graduation certificates on the slightest 
provocation. 

There are now 100 boys divided into 
two classes in the school. By 1948, House 
expects to have 400 students with four 
classes. The courses given cover prac- 
tically every activity useful in the every- 
day life of a village and farm. 

Classroom courses include the Greek 
and English languages, history, arithme- 
tic and agricultural sciences. 

Outdoor training includes instruction 
in dairying, animal husbandry, field and 
vegetable crops, orchards, vineyards, 
road building, tractor work, horse plow- 
ing, grading, fencing and drain laying. 

All students receive instruction in ele- 
mentary carpentry, operation of Diesel 
engines, wiring, machine repairs, plumb- 
ing and blacksmithing. Nothing the stu- 
dents do on the farm goes to waste. 
Students learning carpentry for example, 
may have to build a chicken coop for 
the farm. They learn how to drill wells, 
because the farm needs water. If the 
drainage system breaks down, the stu- 
dents repair it or install new pipes. 

Since Greece’s liberation, 40 girls have 
also been receiving instruction. Two 
hours a day, they study the Greek lan- 
guage. The rest of the time they learn 
how to care for a baby, sew, feed the 
animals and do the other necessary 
chores of a woman on a farm. 

House feels that one of the major evils 
of Greek farm life is that the woman 
spends too much time out in the fields. 
If she were to remain at home, concen- 
trating on good cooking and household 
duties, her husband would be more apt 
to spend his free time at home instead 
of spending his earnings at village cafes, 
which few can afford. 





Parents pay about 300,000 drachmae 
a year to the school, which covers the 
cost of food, laundry and medical atten- 
tion. Other expenses are $100,000 a year. 
Two thirds of this amount is paid through 
the sale of farm products and the rest 
is financed with contributions from the 
United States. 

When the students go back to their 
villages after four years’ training, they 
put their lessons into effect. Neighboring 
farmers watch the results with great in- 
terest. They are often asked for advice. 
If these graduates had the means, they 
could double their crop production. As 
it is, graduate farmers’ wheat is usually 
seven inches higher than their neighbors. 

The wheat on the school’s land is 10 
inches taller than any other because of 
the equipment House has been able to 
get from UNRRA and other sources, and 
the amount of help he has on his 350 
acres. Two hundred and fifty of these 
acres are under cultivation and the re- 
mainder is set aside for other uses. It is 
sometimes a problem how to give each 
student the 20 days’ plowing the course 
requires. There are three tractors and 
three teams of horses plus a very com- 
prehensive line of equipment for all pur- 
poses. 

Most of the teachers of the school are 
alumni. They point with pride to the fact 
that every year about 400 or 500 pigs 
are sold. These pigs have found their 
way to the remotest islands, even into 
Turkey. Almost any farmer anywhere in 
Greece can tell you about the school and 
point to some of their .animals, saying 
that they come from House’s place in 
Macedonia. 

Besides giving the boys practical train- 
ing, House tries to carry on his father’s 
work in the religious field as well. Formal 
Greek orthodox services are held every 
Sunday. Religion has a very deep signifi- 
cance to most Greeks and especially to 
the farmer. It is not necessarily associ- 
ated with the church, but forms a part 
of the community life of the family and 
even of patriotism. 

The American school is credited with 
doing a good job in Macedonia. It is 
teaching the peasants that they have 
something to look forward to and making 
them take a greater interest in the daily 
work. If they have been accustomed to 
using the ancient cross-stick plow, House 
does not try to teach them anything 
else—he just shows them how to use 
it better. 

American agriculture experts will find 
that. they do not have to start teaching 
from scratch. In Macedonia and Thrace, 
th y will encounter peasants with a good 
knowledge of up-to-date farming meth- 
ods in spite of their limited means. Wher- 
ever they go, they will find a simple 
answer to this: The spirit of a wiry little 
man, nearing his 60th birthday, who has 
devoted his life to improving the lot of 
the Greek peasant. J. M. 
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BRITISH DEBATE ON POLICY IN EUROPE 


Opposition and Government views on ways to rehabilitate Continent 


(Excerpts from debate in British Parliament, June 19, 
1947, on foreign policy in Europe, including inauguration 
of the “Marshall Plan,” with views of former Secretary 
for Foreign Affairs Anthony Eden, Sir Arthur Salter of 
Oxford University and Secretary for Foreign Affairs 
Ernest Bevin.) 


M*: EDEN (Warwick and Leamington): Every member 
of thts Committee who has been studying recent de- 
velopments in the international sphere, whether here in Europe 


- or in the Far East, must have felt increasingly concerned at the 


trend of events. We in this country have consistently felt that 
the only wholly satisfactory basis for international peace was 
close friendship and collaboration between the great powers 
whose joint action brought victory on the battlefield. On that 
issue there is, I think, no dispute anywhere in the Committee. 
That policy was pursued by the Coalition Government and by 
the so-called Caretaker Government, and I have no doubt it is 
being pursued with equal sincerity by the present Government. 
That was our objective; I think I could say it was our national 
objective. To an increasing extent we have failed to realize it, 
and that failure to reach constructive Allied agreement has 
paralyzed European recovery. 

The Yalta decision, the Potsdam Declaration, the Charter of 
the United Nations, the armistice terms and the peace treaties 
so recently concluded are all based upon that assumption that 
the victorious powers would work together and that they 
would pursue a common policy towards the smaller nations, 
whether those smaller nations were liberated allied states or 
former adversary satellites. For instance, the Yalta Declaration 
pledged the signatories, all of us, to promote free elections and 
to allow the nations to choose their own forms of government. 
We undertook to help the liberated nations and former Axis 
satellites—if I may quote—“to solve by democratic means their 
political and economic problems.” 

The armistice terms signed with the defeated satellite 
powers set up Allied Control Commissions, and by the terms 
of those various agreements the Allies have obligations to keep 
each other informed of events in the respective enemy coun- 
tries. For example, when the Right Hon. Gentleman the For- 
eign Secretary asked the Soviet Government the other day for 
information in respect of recent events in Hungary, he was not 
merely exercising his own undoubted right under the armistice 
terms, but he was also reminding the Soviet Government of 
what it was that Government’s duty to do without being asked. 
Those facts need to be borne in mind. 

I would ask the Committee to look for a moment at the 
contrasting position in Italy, where the forces of occupation 
are Anglo-American—Wwhereas in Hungary they are, of course, 
Russian—and we have always sought to keep the Soviet repre- 
sentatives informed. So far as I know, that has been success- 
fully accomplished. Certainly, I cannot recall any single oc- 
casion when the Soviet Government asked for information and 
were not given it.... 

In contrast to those events, I must ask the Committee to 
look for a moment at what is happening, as far as we are able 
to judge, in Eastern Europe—in Bulgaria, for instance, where, 
as the Committee knows, the population is essentially Russo- 


phile. The leader of the Agrarian Party, M. Petkov, has been 
arrested, and I understand he has been charged with prepar- 
ing an attempt to seize power by force of arms, while the smal] 
number of opposition deputies—I think there are 23 of them 
altogether—who belong to that Party have all been expelled 
from- Parliament. I recollect that the Right Hon. Gentleman 
had occasion some time ago to protest at the way in which 
these Bulgarian elections were carried out. But it is even more 
disturbing to find that the few Opposition members who were 
none the less elected, who got through the net, if I may so 
describe it, are now prevented from carrying out their parlia- 
mentary duties. How can anyone pretend that treatment of 
that description gives to the people the right to choose the 
form of government under which they will live? 

I now turn to the next country, Romania. During the year 
which passed before the elections, the Committee will remem- 
ber that over and over again His Majesty's Government sent 
a series of notes protesting against the delay and the lack of 
political freedom accorded to the opposition parties in the im- 
mediate pre-election period. What happened to those repre- 
sentations? they were all rejected on the grounds that they 
were direct interference with Romania's internal affairs. What 
has happened since last Noyember? His Majesty's Government 
said that the elections had neither been free nor fair, but in- 
volved “wholesale falsification of the results by the Govern- 
ment authorities.” Meanwhile, since then, there have been 
political arrests, and I understand that the British representa- 
tive at Bucharest has approached the Romanian Government re- 
garding the conditions under which political prisoners are held 
at the Hain Prison at Pitesti. Nor have we any information, 
that I know of, concerning the charges against these prisoners. 
They are imprisoned without having been tried and without 
any specific charges of any kind having been brought against 
them. That again is contrary to the undertakings which we all 
gave each other on the various occasions to which I have re- 
ferred. 

The Right Hon. Gentleman had to complain about elections 
in Poland. The Under Secretary of State said: 

“His Majesty's Government . . . cannot . . . regard the re- 
sults as a true expression of the will of the Polish people.”— 
OFFICIAL REPORT, 3rd February, 1947; Vol. 432, C.1376.) 

Now we have the news that early in this month six promi- 
nent Socialists have been arrested. No details have yet been 
made available concerning their trial but, so far as I can make 
out, the inference seems to be that these particular Socialists 
are not in favor of the fusion of the Socialists and Communist 
parties in Poland. I hope that is not a precedent for anything in 
this country later on. The same methods are being employed 
elsewhere in Europe. I would draw the Committee's attention 
to what has happened in Greece. The Communist Party there 
have issued a public warning that they intend to fight the 
American aid program to Greece, to the utmost of their 
strength, including the help of guerrilla war. Now, there were 
free elections which, I do not think anybody will deny, were 
well conducted in all the circumstances—certainly, elections 
which compared very favorably with those held in Buigaria or 
Romania or Poland. 

Mr. Cocks (Broxtowe): It all depends who wins. 
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Mr. Eben: It is not a question of who wins. That is not our 
business. The point is that the Allied Commission that super- 
vised those elections, the three governments, our own, the 
American and the French, all reported those elections to have 
been fairly held; and I do ask the Committee to note that, 
despite that fact, the Communist Party, which took no part in 
those elections at all, is now seeking by guerrilla warfare to 
wreck the American aid program. I note also that that an- 
ncuncement was made within 48 hours of the arrest of the 
Bulgarian Opposition leader, M. Petkov, and I wonder if there 
was not some connection between those two events. I say that 


the Greek record in that respect is favorable, compared with: 


what has happened elsewhere in Eastern Europe. 

Now a word about Austria. There we saw an ugly political 
crisis flare up suddenly on the report that the Communist 
leader, Herr Fischer, had been holding meetings with the 
leading members of the People’s Party—the People’s Party 
which headed the poll in the general election of 1945. Here we 
are dealing with an ex-enemy country under four-power oc- 
cupation, and so, of course, a different technique is involved, 
a technique using internal rather than external pressure. But 
we see this result. It appears that the Chancellor, Dr. Fig], was 
pressed to reshuffle his: Cabinet on a basis more favorable to 
the Communists, who at present, I think, hold only four out 
of the 165 seats in the-Austrian Chamber. 

. . . If I assume that the pressure comes from the quarter I 
named it is because it has done so in every country in Eastern 
Europe. Is that an unnecessarily rash assumption? I leave the 
Committee to judge. But wherever it came from, the point that 
I am making is that the Communist Party, which, as I say, 
holds only four out of 165 seats, is, in fact, in Austria a frag- 
mentary one—not unlike the Communist Party, in point of fact, 
in this country. The pressure there is for enlargements of the 
Communist membership, apparently—here again I am only 
estithating—but apparently in return for some prospective 
Soviet concessions in regard to reparations and the signature of 
the treaty. That is what I think is happening. 

PROFESSOR SAVORY (Queen’s University of Belfast): That is 
true. ‘ 

Mr. EpeEn: For the moment the situation appears to be held. 
But coming so soon after the Hungarian coup, these events 
can hardly fail to cause further apprehension, and I ask... 
where is the next move to be? Will it be Finland, hitherto 
comparatively free from external pressure, but where already 
there are rumors of threats against the right-wing Agrarians 
and, to a lesser degree, against the Social Democrats? Or will 
it be in Italy, where the present Christian Democratic Govern- 
ment is wrestling valiantly with a severe financial crisis and a 
heavy burden of unemployment? We do not know. We cannot 
say. Hon. Gentlemen may retort to me, “If you have not cer- 
tain knowledge you should not throw out these dangerous sup- 
positions.” I would reply that, by making it clear that we are 
under no illusions that such attempts may be made, His Maj- 
esty’s Government can best contribute to forestalling them. 

Finally, in this brief review, I must come to Hungary, which 
appears to be, on the information available to us so far, 
the most flagrant example of all. There, as the Committee 
knows, M. Kovac, the Secretary-General of the Smallholders’ 
Party, was arrested by the Soviet military authorities on a 
charge of espionage against the Red Army~after, the Com- 
mittee will note, the Communist Party had made a vain at- 
tempt to deprive him of his parliamentary immunity. All the 
attempts made by the British and American Governments to 
obtain information ahout that have been rejected. Now here, 
let me say this. I am not asserting that everyone in the Small- 
holders’ Party has necessarily behaved impeccably. I am not 
asserting that. I do not know. . . . If there was any evi- 
dence of wrongdoing that evidence ought at once to have been 
made fully available to the Allied Governments who share 
responsibility for what was done. Contrary to the statute which 
governs the Control Commission, the Red General Sviridov’s 
note to the Hungarian Government and the information which 
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it contains were withheld from the British and American mem- 
bers of the Commission. That was a refusal of a right which 
is absolutely clear under the terms of the statute. I will quote 
it. It is a right—and I recall it very well—“to receive copies of 
all communications, reports, and other documents which might 
interest His Majesty's Government.” That is the obligation. To 
justify the refusal to fulfil that, M. Molotov says it is the British 
and not the Russians who are interfering in Hungary’s internal 
affairs. How utterly fantastic that is. Here, again, I need hardly 
say, no evidence is forthcoming. 

What I have said in respect of M. Kovac applies with equal 
force to the Prime Minister, M. Nagy, and his treatment. I say 
with regret, but quite definitely, that the refusal of the re- 
peated Allied requests for information must inevitably increase 
doubt as to the validity of the charges that are brought. If 
these charges are genuine, why cannot we be told about them, 
and told of the evidence? If we are not told, we are bound to 
suspect the genuineness of the charges. The result of all this 
has been in Hungary to increase the Communist Party’s 
strength— ' 

Mr. Pritt (Hammersmith, North): Where? 

Mr. EpeEn:—I fear so. Has not the Hon. and Learned Gen- 
tleman observed what has been happening? Has he not 
observed— 

Mr. Pritt: I have observed it so closely that I note that the 
Communist Party has gained no seat in the Government and 
no new seats in the Chamber. It is as exactly as it was. 

Mr. Eben: I cannot believe the Hon. and Learned Gentle- 
man is quite so simple as that. He knows perfectly well that 
these matters move by stages; he knows how much the Com- 
munist Party’s power has increased over the police; and he 
knows that the Communist Party is only 17 per cent of the 
Hungarian electorate. It is certainly infinitely stronger in 
authority than it was before these events took place. I do not 
think anybody for a moment is going to dispute that. . ... If 
there is really anybody who thinks that the recent events in 
Hungary—the arrest of M. Kovac, the dismissal of the Prime 
Minister—were not particularly convenient for the Communist 
Party, he has a wonderful view of European affairs. If these 
things really took place despite the Kremlin, I should be in- 
deed surprised. 

Let me now turn to another aspect of the matter. I do not 
like to say these things, but I think it is our duty to say them. 
. . . I believe—this is my forecast—that we now see in Hun- 
gary all the usual Communist preparations for rigged elections. 
I hope I may be proved wrong. If I am proved wrong, nobody 
will rejoice more than I shall. But the realities have to be 
faced, and I believe that in the long run we do not do any good 
to Anglo-Soviet relations if we pretend to accept replies which, 
in our heart of hearts, we find it impossible to believe. We have 
to face this fact, that ratification of the peace treaties with 
which the Right Hon. Gentleman struggled for so long a 
period, is taking place in conditions of considerable cynicism, 
and the concessions for which he fought hardest—and all hon- 
or to him for doing so—such as the human rights clauses, with 
their safeguards of such very simple things as the right of free 
speech, are being flouted in many lands before the ink on the 
document is dry. 

Wherever we turn we see, too, delay in reaching vital agree- 
ments. Six months ago I was happy to congratulate the Right 
Hon. Gentleman—and rightly so—on the Trieste solution, yet 
what is happening there? Today there appears to be deadlock 
over the choice of government. I must say—and I choose my 
words—that the effect of all this is, unhappily, to undermine 
confidence between the victors in the late war. That is de- 
plorable, and there is no one in this Committee who does not 
regret it. But for those of us who do really want to see Anglo- 
American-Soviet friendship, it would be hypocritical to pre- 
tend that confidences are unshaken, or that good relations are 
unimpaired. I must add one personal word on this. I do not 
forget that a little more than 12 years ago I was the first British 
Minister to go to the Soviet Union after the revolution; I do 











not regret that in the war years I saw, as did some of my col- 
leagues, the Russian battlefields. I know something of the 
terrible price Russia paid in life for the Allied victory, and 
there is in our minds always—and it is true today that there is 
still—an immense fund of good will in this country towards the 
Soviet Union, but that good will can now be evoked only on 
the basis of sincere partnership and mutual respect. There is 
really no other way. 

If that was all I had to say to the Committee this afternoon 

I should feel that the outlook would even justify Dr. Johnson’s 
inspissated gloom. Happily that is not so, and for a very few 
moments more I want to refer to Mr. Marshall’s recent initia- 
tive. That momentous offer by the United States Secretary of 
State, made in his Harvard ‘speech, has brought new hope to 
Europe and to the world. It is, indeed, a generous action, and 
one which deserves to rank with “the most unsordid act in his- 
tory.” The offer is not only important in so far as it affects the 
economies of both Europe and the United States; it is not 
merely that dollars may be made available to countries whose 
economies are now dying for lack of dollars or what dollars can 
buy, although that is important enough. This offer can mean 
much more than that. It can mean that European countries are 
going to be stimulated to agree upon common economic meas- 
ures for their joint salvation. Such, indeed, is the first steps 
towards that united Europe which my Right Hon. Friend the 
Leader of the Opposition has so much at heart. 
. . . If the Committee want an example of that they have 
only to look at what has been done, on a smaller scale, in this 
sphere in the Benelux Agreement between Belgium, the 
Netherlands and Luxembourg. By the end of this year, in spite 
of all the difficulties which had to be overcome—and they have 
been formidable—these countries will have established a com- 
plete cusfoms union between them. I think that one of the 
results of that will be that this group of small countries will 
then become probably the third trading power of the world; 
that is, with their overseas partners, of course. Admittedly, 
such negotiations take time, and I am not saying that there is a 
solution of Europe’s difficulties, because time is just what we 
cannot afford. We, the countries of Europe, as I see it, have to 
meet an economic crisis which will reach its peak in the next 
12 months—perhaps in the next 6 months. 

Mr. Marshall, in putting forward this offer, has, quite right- 
ly, made it clear that while the United States Government are 
prepared to help, it is for the European countries themselves 
to agree as to their requirements, and as to the part which they 
can and will play in making the best possible use of America’s 
assistance. Mr. Marshall, I have no doubt, has memories—as 
have the Right Hon. Gentleman and the Prime Minister—of 
the Combined Chiefs of Staff and the Combined Food Boards 
in Washington during the war. It would seem perhaps that, 
according to his experience then, he now wishes to know what 
Europe’s requirements are. He will wish to satisfy himself, and 
the American people will wish to satisfy themselves, that those 
requirements have been properly examined, analyzed and 
pruned, so that the American help, whether in dollars or in 
commodities, can be made available in the right place and 
in the proper quantity. There may be some Hon. Members 
who say—and it has been said to me already by others not in 
this Committee—“But are you sure that our American friends 
are really going to go through with this plan?” Well, I would 
reply to that, that the best contribution we can make to win- 
ning a favorable answer to that question is to prepare a plan 
with which they can go ahead. 

I will mention one other aspect of this question which has 
to be remembered. The importance to a creditor nation, and 
especially a creditor nation on the scale of the United States, of 
restoring the prosperity of Europe hardly needs any argument. 
I think I am right in saying that last year the United States 
had a favorable balance of trade at the rate of more than 
$5,000,000,000 a year. I understand that that figure is now 
probably much larger. If the United States is to continue as a 
great exporting nation, then clearly it is of the first importance 


to her to try to build up European prosperity, and that cannot 
be done quickly. Perhaps it could never be done at all if the 
shortage—indeed, the famine—in dollars is not relieved. 

So I come to put one or two questions to the Right Hon. 
Gentleman, and I leave it to him whether he feels he can 
answer now or on some later occasion. What organization, 
what machinery, will have to be set up to enable Europe to 
put forward her requirements? Is it possible to adapt any 
existing machinery for this purpose? Can we make use, for 
instance, of the Economic Commission for Europe, or do we 
require some special organization for this immediate purpose? 
On these points I am not prepared to be dogmatic, but I 
should think it likely that the urgency of the present task 
might well call for special handling. In any event, it is im- 
portant, and I should have thought desirable, that the Eco- 
nomic Commission for Europe, set up by the United Nations, 
where decisions are taken by a majority vote, should be asso- 
ciated with this work in some way. 

In my view, it was correct that the Right Hon. Gentleman 
should make the first approach to our neighbour, France. 
Here, our relations are always close and intimate. At the same 
time, I was glad to note that he made a similar approach to 
the Soviet Union. In any plan, the needs of Germany must, of 
course, be taken into account, but whatever machinery may be 
employed, it is essential that the work shall be done with 
speed. We hope that all will join to help in this work, but if, 
unhappily, some countries should not wish to participate, 
it is still our duty to go on with those who will. I believe— 
and I say this in all sincerity to the Right Hon. Gentleman— 
that in this way we shall not only best serve those countries 
who do join, but also any countries, if there be any, who 
do not join, for by creating a prosperous and integrated asso- 
ciation of countries in Europe, we shall provide not only a 
message of hope, but a magnetic attraction for all. In any 
event, the door will always be open, and if any will not come 
in now, they may do so later. 

It is in convincing all concerned that the European system 
is strong, that it is not going to fall apart, that lies the best 
argument against the continuation of the present deadlock in 
European political affairs, No one will seek to minimize the 
difficulties which confront the Right Hon. Gentleman in reach- 
ing agreement on these issues, but at the same time the op- 
portunities are immense, and, indeed, are unparalleled. We 
must not let them slip. We have, here in our hands, the possi- 
bility of creating a new era for our tortured Continent. Here 
is an absolutely free choice for East as well as for West. Here 
is that second chance that so rarély comes, and when it does 
come, has the nature of a miracle. 

Sin ARTHUR SALTER (Oxford University): I propose to con- 
fine myself entirely to the question of Mr. Marshall's pro- 
posal . . . The point I want to urge is that the extreme 
urgency must be the dominating factor in determining the 
procedure, machinery and agenda for the forthcoming negoti- 
ations. Let us, for a moment, look at what this urgency is. 
My Right Hon. Friend stated that last year there was a surplus 
in the American balance of payments of something like 
$5,000,000,000. This year it is $8,000,000,000, according to 
the recent official estimates of the United States Department 
of Commerce. 

Europe and ourselves are now importing the vital supplies 
we need from America only by the aid of gifts and credits, and 
loans of one kind and another, which in their present form and 
on their present scale must come to an end within a year, and 
are obviously not going to be renewed in the same form and on 
the same scale. If they are not replaced, there must, be im- 
poverishment in this country and in Europe on a vast scale. 
We have just had a slight but dramatic reminder of what it 
would mean to us if we really had-to bridge the gap by sac- 
rificing imports. The increase in the tobacco duty will mean 
a dollar saving of only 7% million, which is less than one-six- 
teenth part of the dollar saving needed to bridge the gap. 

What is true of us is true in varying degrees of the greater 
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part of Europe. The first consideration should be that the pro- 
cedure, machinery and agenda chosen should be such as will 
enable a sufficiently substantial scheme, for Congress to take 
action upon, to be prepared and presented by the end, and if 
possible by the autumn, of this year. Next year is the year of 
the Presidential election, and every day that passes will make 
it more difficult for Congress to take action. I think we shall 
greatly endanger the future unless we can present a plan by 
the autumn of this year. What does that mean? My Right Hon. 
Friend the Member for Warwick and Leamington suggested 
that in some way or another the new United Nations organiza- 
tion, the European Economic Commission, should be brought 
into the picture. I seriously suggest that it is of the utmost 
importance that the Foreign Secretary should not so com- 
mit himself to it or to any organ of a permanent world 
institution, that if there is delay or deadlock within that 
organization, the whole of his progress is held up. He 
must keep his feet clear of any such very real and very 
obvious danger. 

I was associated with many of the efforts, through inter- 
national negotiations, to restore Europe after the last war. 
There came a time when the permanent world organization 
of that time, the League of Nations, was able to take a great 
and successful part. But that time only came after some years. 
The first efforts in relief and reconstruction had to be under- 
taken by the victorious belligerents of that war associated, 
with some of the neutrals, by improvised machinery outside 
the League of Nations itself. It was only at a later stage that 
they handed over the task to the League of Nations. Even 
then the world institution; proved to be much better able to 
deal with specific and concrete problems, like that of the re- 
construction of Austria, tha’ to deal with any problem as wide 
as Europe itself. 

That is my first suggestion, my second is this: That the 
agenda of the conference should be so drawn as to cover what 
is essential for Congress to act upon and no more, That does 
not mean that we should attempt to ask for dollars in in- 
stallments. Anyone who knows anything about negotiations in 
America, as some members here do, know that you have a 
much better chance if you present a bold and comprehensive 
scheme to cover the whole of what you anticipate you will 
ultimately want, instead of asking for half of what you require 
this year and the other half next vear. Yes; but it is, in my 
view, completely impossible that within the space of a few 
months we shall be able to agree with the whole of Europe, or 
even such part of it as comes into this scheme, both on the 
total and on the precise allocation of every block of dollars 
for every kind of purpose to each country. I suggest that the 
projected conference should aim, first of all, at making a global 
estimate of the total that will be required, but without precise 
allocation as between country and country and purpose and 
purpose. 

I think the conference can make this task relatively easier 
bv taking as its basis the actual deficit in the European bal- 
ance of payments, which is much the same thing as the actual 
surplus in the American balance of payments. I think it would 
to us be possible to give Congress a rather close global esti- 
mate of what is wanted. Next, the conference should, I suggest, 
aim in this first stage, not at a precise allocation of the whole 
of this total, but at picking out certain productive require- 
ments, let us say, coal-mining machinery for specified areas 
in Europe, and machinery to assist food production or trans- 
port, and at securing safeguards that the money provided for 
these purposes should not be wasted or diverted to political 
uses. That, I suggest, would be a simplified but, at the same 
time, sufficiently comprehensive agenda sufficient for the first 
scheme. } 

The Foreign Secretary has told us that a communication has 
been made to Russia. He is attempting, as Mr. Marshall is at- 
tempting, to make this proposal a bridge between West and 
East. We should all like to see that bridge. But I think we shall 
do well, from the beginning and throughout, to make it quite 
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clear that if this fails, not by our wish, decision, or default, the 
proposed aid shall be a bulwark and a buttress for those who 
do come into the scheme. Suppose it is impossible to combine 
in one scheme ourselves in the West with Russia and the 
countries in East Europe which are under her influence. Sup- 
posing that that, unhappily, proves to be the case. Is it not clear 
that. on balance, our relations with that part of the world will 
be better and not worse, if it is clear to them, and known to 
ourselves, that in the West at least we are replacing impov- 
erishment and chaos by prosperity and order. I think we should 
make clear to the whole world, including Russia, that if, again, 
not by our wish, decision, or default, there should be a con- 
tinuing unfriendly competition between East and West there 
is no doubt on which side of the line we ourselves shall be. I 
am sure that bv making this clear we shall increase our chances 
of achieving the best, and if we fail in that of at least mitigat- 
ing the danger of the worst. 

I would like to savy a few words on another subject. Mv 
Right Hon. Friend the Member for Warwick and Leamington 
referred to the very notable effort that Holland, Belgium and 
Luxembourg are now making to form a customs union. I hope 
they will succeed, but I think we shall make a mistake if we 
think that in the next few vears that can be a model that will 
be successfully adopted for the greater part of Europe. We 
shall make a mistake if we think that a model of that kind 
must be included, or should even be attempted, in what I 
would call Chapter I of the scheme required in response to 
Mr. Marshall’s initiative. I do not think it is alwavs realized 
what is implied by a full customs union of the kind that now 
secures exemptions from the most-favored-nation clause ob- 
ligations. A customs union implies the creation of a new po- 
litical authority which has to decide both the height and char- 
acter of the common tariff of all the constituent sfates. But 
customs receipts are now so important a part of the total rev- 
enues of every country, and so largely determine its domestic 
policy, that such a political authority becomes the main gov- 
erning authority of the whole union. The governments of the 
constituent units are almost reduced to a status of state 
governments in a federal union. That is a very difficult thing 
to achieve quickly. 

My view is that if there is to be a system of regional eco- 
nomic associations in Europe this can only be achieved by 
extending the exceptions to the most-favored-nation clause. 
There are precedents for such exceptions in the case of the 
Scandinavian countries and some other countries. For Hon. 
Members who are interested in this subject, I would refer 
them to the interesting series of rules drawn up in 1933 
at Montevideo, with the United States participating, defin- 
ing the conditions under which the most-favored-nation ex- 
ceptions system might be enlarged. I mention that now 
because I think it is desirable that we should not think 
that # complete cystoms union is at all a likely achieve- 
ment within a measurable period of years. Still more should 
we make a mistake if we attempted to include any such, 
plan in the first schemes. 

Those are really the two points I wished to make. I would 
like to emphasize the extreme importance of urgency and its 
relevance to the machinery and agenda of the negotations. It 
is commonly said that those who buy must also sell, and that 
those who sell must buy. That formula, however, is not pre- 
cise enough, and is only true with qualifications and in the 
long run. It is not concrete enough to lead to definite conclu- 
sions. What is true, however, exactly to a pound and a dollar, 
is that every person, every group and every country must, not 
only in the long run but at every moment, buy and lend as 
much as they sell—or sell and borrow as much as they buy. 
If with that in mind we look at the European deficit and the 
American surplus, we see that we have looming over us a 
terrible and urgent danger of widespread impoverishment and 
chaos on this side of the Atlantic and a great economic de- 
pression due to an export surplus on the other side. If that gap 
is not bridged and bridged quickly—and this means, I suggest, 
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action by Congress before the winter is over and action by 
Europe before this year is over. 

The response to Mr. Marshall’s initiative must be made to 
succeed; the aliernative is the impoverishment of the whole 
of Europe inciuding ourselves, a great economic depres- 
sion in America, a grave threat to the whole of the free 
democracies, to their standards of life and their prospects 
for the future. I congratulate the Foreign Minister on the 
speed with which he has acted in this first stage. I trust he 
will do his best to see that the procedure adopted in the 
forthcoming negotiations is based upon the urgency of the 
time table I have described. 

THe SECRETARY OF STATE FOR ForREIGN AFFAIRS (Mr. 
Ernest Bevin): The matter which is evidently in the main 
occupying the minds of the Committee during this debate, is 
the question of Mr. Marshall's proposals, or, shall I say, 
Mr. Marshall’s speech, because it has not been reduced to 
actual plans or proposals but is rather in keeping with that 
historical expression of American views; it is an idea which 
translates the problem from one of individual countries to one 
of a continent, and only a country that is a continent could 
look at another continent in that way. On this matter, I 
must confess that I am handicapped in replying to the debate 
because of the invitation we have extended to Russia to join. 
We have ideas as to how to approach her, and there has been 
a good deal of mention of the United States of Europe, a 
European Federation, and European unity. . . 

I have to look at the situation from the rather wider view- 
point of whether one’s policy has not got to take the whole 
world into consideration rather than the narrow limits of 
Europe. 

I have also been asked today, particularly by the Hon. 
Member for Mile End, about the division of Europe. Will 
there be political conditions, will there be economic condi- 
tions, will there be stipulations? May I remind the Hon. 
Member with emphasis that the beginning of all that trouble 
was Russia. It was not Great Britain, it was not the United 
States. The proposal that special arrangements should be 
made for neighboring countries in the discussion of the 
treaties was made by Soviet Russia. I pleaded with them, 
and urged them in the interests of the reconstruction of the 
world that that policy should not be followed. May I sug- 
gest, then, that before they lecture me on the division of 
Europe, they should ask their own friends why they have 
been dividing Europe? 

No one can accuse me of taking one single step to divide 
Europe since I have been in office. In fact, I sat for six weeks 
in Moscow, trying to secure the economic unity of Germany, 
so that, when it was produced, it could be woven into the 
economic unity of Europe. I proposed that the great indus- 
tries of Germany, together with others, should become, in 


concept and direction, European industries, in order that the — 


European conception should be developed, and not a narrow 
nationalistic conception of these great raw material or pro- 
ductive industries, and this subject only to one thing, that we 
should take all precautions that, in so doing, we did not en- 
danger the future security of Europe, or create a war potential 
that would endanger peace or cause another war. I failed to 
get a satisfactory answer or agreement, and I have been asked 
whether or not we are going to pursue the same course again. 
My answer to the Committee and to the country is “No.” I 
feel that in the two years I have been in my present office I 
have done my best to try to understand. His Majesty’s Gov- 
ernment have proposed everything they could propose. 
The principles which I laid on the table at Moscow on 
March 81 were carefully studied. They have been circulated to 
the House. If accepted they would produce the beginning of 
an agreed unity in Germany and in Europe itself. When the 
Marshall proposals were announced, I grabbed them with both 
hands. It has been said by some Hon. Members that we 
ought to have organized this business before. But what did I 
have to organize it with? What could I offer? I had neither 


coal, goods, nor credit, I was not in the same position as my 
predecessors at the end of the Napoleonic wars, who devised 
the policy, for nearly 20 years, of spencing our surplus exports 
to rehabilitate the world. It was a case of our exports then. I 
did not have them. Therefore, I cannot be accused now of not 
taking a line to help Western Europe. I have nothing with 
which to do it. I have not had one ton of spare coal to ship 
to Western Europe to help in rehabilitation. I have had noth- 
ing with which to negotiate. 

When Mr. Marshall came along with his speech at Har- 
vard and said he was willing to consider a European plan, I 
welcomed it for three reasons. First, I felt that it was the first 
chance that we had been given since the end of the war to 
look at European economy as a whole. The Right Hon. 
Gentleman the Member for Woodford will, I think, give me 
credit that, in the Government in which I was very happy to 
serve—and I do not apologize for the Coalition Government; 
at least we saw the country through a difficult time—I in- 
augurated the transport advisory organization for the whole 
of Europe, as a result of my experience as a transport worker. 
I helped with my colleagues to inaugurate several other Eu- 
ropean organizations at that time. When we get down to the 
European problems today, they are not summarized in any po- 
litical ideology. What are they? They are food, coal, trans- 
port, houses—opportunities for people to have a decent life. 
That is what they are. We do not need a political philosopher 
or ideologist to discover that. That is what the people want, 
and that is what we must give them. 

Therefore, when Mr. Marshall came along and said, “Give 
me a European plan,” I must confess to the House that I never 
asked him for, particulars. I think it would have been foolish 
to do that. I said to myself at once—and the Cabinet agreed 
immediately—“It is up to us to tell them what we want; it is 
up to us to produce the plan.” The offer has been made. I 
have accepted the offer and, therefore, accepting the offer, 
we apply our brains to set to work on our conceptions for the 
reorganization and development of Europe. That is all I de- 
sire to say on that matter today. I have been asked questions 
about ECE and other organizations. The guiding principle 
that I shall follow in any talks on this matter will be speed. I 
spent six weeks in Moscow trying:to get a settlement. I shall 
not be a party to holding up the economic recovery of Europe 
by the finesse of procedure, or terms of reference, or all the 
paraphernalia which may go with it. There is too much in- 
volved. 

This debate arose largely on the events that happened be- 
fore my Right Hon. Friend and the Minister of State gave the 
answers to questions raised about Hungary. I do not know 
whether it is worth while going into great detail on this matter, 
but what I do say is this. If th ¢ is to be a conflict between 
ideologies, I shall regret it, but, if it is forced upon us, we 
face it. I accept the position of the Hon. Member for East 
Aberdeen (Mr. Boothby); I do not believe the Western world 
in the long run will be the sufferers if it is fought. I have seen 
and have studied so many efforts of dictators to suppress lib- 
erty in the world, and, in the end, it is always the dictators 
who fall. I am quite certain that, if there is desire to interfere 
with free expression and all the other indefinable things that 
go to make up the soul of man, that desire will fail again. I 
know all the theorists; I have read all of them. After I had 
read them and studied them, in the end, I relied on the awk- 
ward squad who did not obey. 

In Hungary, I tried, honestly and earnestly to get the facts. 
I did not send a note. I did not adopt an aggressive attitude. 
I did not even know whether Soviet Russia had been in it or 
not except for what I read in the press. I think it was a per- 
fectly proper thing, as the public are concerned, that, when 
press information indicated that actual communications had 
passed from the Soviet Commander in Chief to the Hungarian 
Government, I should ask to have a copy. Is there anything 
unreasonable in that? Suppose it had been in another country, 
where Britain had a major interest, and supposing, if we re- 
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versed the positions, the Soviet Government had said to me, 
“Will you give us a Copy of these communications?” I should 
not have hesitated; I should have given them one. If you are 
doing right, no one worries you. Why should you not do 
things like that if your hands are clean? Therefore, it was a 
great regret to me that, when our Ambassador saw Mr. Molo- 
tov, he got very annoyed and countered—which I may say in 
passing I have grown very accustomed to—with charges 
against Great Britain. I have never, as the Foreign Secretary 
of this country, interfered with the Hungarian Government in 
a single matter. When their election took place and the Gov- 
ernment was set up, I think that, as everyone who has been to 
Hungary will agree, we sent one of our best representatives 
in the Foreign Office to that post. Everyone will agree that Mr. 
Helm has carried out his duties in a perfectly proper manner. 
I have not met a single person who has been to Hungary and 
who has not paid tribute to Mr. Helm for the way in which 
they have been treated and for the work he is doing in that 
country. 

I am a little concerned that some people should be anxious 
to defend this action. As the Hon. Member for East Aberdeen 
said, we have lived through all this sort of thing—Poland, Hun- 
gary, Romania and Bulgaria. Why blind our eyes to it? Why 
should we blind our eyes to it when we will not stand for it 
in the local Labor Party? We ought not to make excuses for it; 
it is better to be frank and honest. When people know that 
we understand what they are doing, they are less likely to do 
it next time. I have no delusion about it at all. The difficulty 
in negotiating with this kind of thing, however, is this: When 
I meet the representative of a state, no matter what state it 
may be, I assume that that Ambassador has been sent on the 
instructions of his government; the same applies if I.go to a 
conference to discuss a policy with the representative of that 
government. But when, at the same time, coupled with that, 
there is a kind of political ideology which that ambassador 
wants to pursue, agreement is almost impossible. It is ex- 
tremely difficult to settle with that kind of mentality. 

In the case of Bulgaria, when I was in Moscow about 18 
months ago, dealing with the American proposal to try to 
settle the problem, we sent three ambassadors to Bulgaria. We 
arranged for the Opposition to take part in the Government, 
we arranged the elections, we did everything we could to try 
to clear the matter up, and having done that, we had tre- 
mendous difficulties afterwards in dealing with the then Bul- 
garian Government in connection with the conduct of the 
elections. But I must confess that when the Parliament was 
elected, I thought that at least the members of that Parliament 
would enjoy immunity and that this kind of persecution would 


stop. It has not stopped. I am convinced, I am sorry to say, 
that there is a determination to wipe out every opposition in 
those countries. That is most unfortunate. As Bernard Shaw 
once said, if we all agreed, we should all be sane, but if we 
were all sane we should be mad. If there is no free expression 
given: to difference of opinion and criticism, it is a very poor 
state indeed, and I am against a one-party state. I have always 
been against it. It is developing over a wide area of Eastern 
Europe. Not by desire—if it came about by desire, then I 
could say nothing about it—but by force; and that, I think, 
is a wrong approach to the whole problem. I cannot help feel- 
ing, with regard to Romania, Bulgaria and all those Eastern 
European countries, that if this kind of thing were dropped 
we should make so much better progress. 

And so, too, even in Greece, we all know—we all know— 
why disguise itP—that with a lift of the finger the civil war 
would stop tomorrow. The Communists are carrying on a 
policy there of disrupting that poor little country; and that, 
I think, is a tragedy. If the tip were given—if only the 


tip were given—that it had to stop, then Greece could settle ~ 


down, and carry out her own political settlement without 
interference. . . 

Therefore, without going through all the cases of all those 
countries, I plead for the cessation—in the interests of the unity 
of Europe—of this kind of persecution. I am asked every day 


to intervene in Spain. I think it is right for me to intervene. I - 


hate what is going on in Spain. I detest it. But political perse- 
cution, is political persecution and wherever it rears its head, 
whether on the one side or the other, I do feel it is the duty of 
democrats to stand by the persecuted. If people are expressing 
their views they ought not to be put into prison, and the ex- 
pression and molding of views ought not to be called conspir- 
acy. If I had had to go into jail for such “conspiracy” I should 
never have been out of jail, for I have been engaged in it all 
my life in some form or another. . . 

When you strip all these things which produce these same 
political ideologies, and get down to the masses, what do they 
want? They want to live. They want to be free, to have 
social justice; to have individual security; to be able to go 
home, turn the key in the lock, and not be troubled by a secret 
police. They want to have a good shelter in which to mediate. 
I find no differences in the hopes of the fathers or the loves 
of the mothers for their children. We used to use an old 
phrase: “Whatever country you are born in, they croon over 
the baby in the same old way.” They have the same kind of 
dreams and aspirations. Why not let them live? Why set 
them at each other’s throats? That is the basis of my approach 
to the problems of a war-scarred Europe and world. 








INVERCHAPEL ON ECONOMIC RECOVERY 


British Ambassador's optimism over possible effects of Marshall Plan 


(Text of speech by Lord Inverchapel, the British Am- 
bassador, to the Foreign Policy Association, St. Paul, 
Minn., June 26, 1947.) 


I PROPOSE TO CONFINE the few remarks I make tonight to the 
question of European recovery, the chances of which have 
received a fresh and inspiring impetus from Mr. Marshall’s 
speech at Harvard. (See World Report, June 17, 1947.) Our 
Foreign Secretary, Mr. Bevin, has declared that this speech 
may well rank as one of the greatest in world history. If it 
does so rank, it will be due in the first instance to the fact 
that it met with the quick and practical response which it so 
fully deserved. 

’ You have no doubt read in the newspapers that my Govern- 
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ment has “grabbed with both hands” the suggestion cuntained 
in that speech. Mr. Bevin has already been to Paris and has 
had talks with the French Government. We now know that 
the Soviet Union is willing to join in. 

I do not propose to speculate on possible plans which may 
be put forward to bring about the recovery of Europe. But I 
should like to try to give you an idea of some aspects of the 
problem involved and to explain to you why everybody is 
talking about a dollar famine. 

A dollar famine, of course, applies not only to Europe, but 
to the whole world. 

I do not think that anybody who has not been to Europe 
since the war can really picture to himself the conditions 
there. Think what it would be like here if all the railway 
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bridges between Chicago and the big cities of the East, had 
been destroyed; if the railway engines and wagons of the 
New York Central, Pennsylvania, the Erie, the New Haven 
and the Southern had been the target of constant attacks 
for five years; if the mining machinery and equipment of al- 
most the entire soft-coal industry had been smashed; if the 
farms of Minnesota, Iowa, Nebraska and Kansas had been 
stripped of machinery; the cattle and hogs slaughtered; if 
the seed for the next year’s harvest had been eaten, and most 
of the farmers under the age of 50 had spent four years as 
prisoners of war, often under harsh conditions. I could paint 
a far worse picture without exaggerating what has happened 
to Europe alone. 

During the past two years, vast sums have been spent by 
you and by us in relieving distress, and by trying to get 
things going. I fear that, largely through lack of imagination 
and perhaps because we have all been tired after these long 
years of war, we have gone about these measures in a piece- 
meal fashion, hoping that time, which is supposed to be the 
cure for most ills, would enable the countries of Europe to 
get back on to their feet. 

Well, they have not got back on to their feet. They have 
been drifting along without much hope during the wrangles 
of peace negotiations—largely without food, houses, heat and 


. clothes, and without prospect of any improvement in the 


foreseeable future. 

Still more, and this is important, they have been thinking 
of their problems in terms of those wretched little frontiers 
which divided them, one from the other, before the war, and 
which contributed so substantially to its outbreak. 

Now perhaps, youtcan see why we welcome what has come 
to be called the Marshall Plan. It holds out a hope which can 
give just the encouragement they.need to those people in 
Europe, who know that they inhabit a rich Continent but tend 
to forget their interdependence. Thus economic recovery, and 
with it a new faith in democracy, may well be started. 

Certainly my Government is setting about its part of the 
task with the greatest energy, because we are intimately in- 
volved. We are a European country, but, at the same time, 
we are a world power, and we cannot live a tolerable life next 
door to a European slum. 

Our recovery, in so far as we have been able to control it 
ourselves, has been rapid. But it is being checked by other 
peoples’ misfortunes. We have of necessity, to buy heavily 
from you—food, raw materials, machinery and so forth. In 
order to obtain these things from you, we need dollars. Under 
the system of multilateral trade which existed before the war, 
we used to buy more from you than we sold to you. We got the 
extra dollars which were needed to bridge the gap from our 
favorable balance of trade elsewhere, and from our substan- 
tial foreign investment. 

We spent most of our foreign investment as part of our 
effort in the war and we are getting nothing, or very little, 
from Europe and the East in return for our exports. I wonder 
if you realize what it means to us to be buying grains and 
other food stuffs from you and supplying them to Germany 
and to our former Far Eastern customers, without getting 
anything in return. That is what has been happening. 

I only wish to touch briefly on our problem. It is necessary 
to do so because our existence is seriously threatened if we 
cannot find customers for the goods we manufacture. We 
have to import so much of our food and such a large propor- 
tion of our raw materials, that we are faced with a very bleak 
future indeed, if an international trading system cannot be 
restored. 

Had we not been so impoverished by the war, we should 
have taken much more active steps ourselves to try to get 
Europe and the other devastated areas on to their feet. 
Nobody can say that we have been backward in urging the 
nations of Europe to come together. Mr. Bevin himself was 
responsible for setting up the Transport Advisory Organiza- 
tion for the whole of Europe, when he was a member of 


Mr. Churchill’s Government, and all along we have been 
urging the importance of getting German industry started 
again under international control. 

But our position has been handicapped by the fact that 
we ourselves have had no surplus of coal, of food and other 
necessities with which we could have helped to rehabilitate 
Europe. But now that Mr. Marshall has spoken, we are at 
least able to take the lead in advocating measures of recovery 
which we have favored all along. 

Of course, to a large extent, you have the same interest in 
world recovery as ourselves. I imagine that it would have very 
serious consequences for many of your industries, and certain'y 
for your farmers, if your export trade were cut in half. 

If the rest of the world were to sink still further into poverty, 
bringing with it political unrest and dictatorship, this North 
American continent would become economically isolated, with 
consequences which it is not dif-cult to forecast. 

I notice here and there a tendency to think that the United 
States will become impoverished through expending much of 
her resources in helping the world to recover. I can see that 
there is some point to this, and if I were in your position 
I should not want to dole out charity with no prospect of 
ultimate return. 

But I think that you may fairly draw on our experience in 
these matters. After all, for over a hundred years we invested 
our savings in remote countries where there was an element of 
speculation. We shipped machinery to our commercial com- 
petitors and we scattered our capital everywhere. 

But looking at the picture as a whole, we made a very 
good thing out of it. If you now spend a proportion of your 
wealth in developing other continents, particularly if you 
spend it on wisely thought out schemes, you will obtain access 
to the wealth of these other countries in exchange. 

Intrinsically the world is not poor. It is only poor because it 
has committed the folly of going to war and squandered the 
riches nature had given it. 

As a matter of fact, there is a qualification to that state- 
ment, because countries like your own for instance, which 
were not fought over, actually increased their industrial plant 
and therefore their capacity to exploit the resources of the 
world during the war. In fact, by so doing, they made it 
possible to win it. , 

But the process has thrown everything still more out of 
balance than it was before. Somehow that balance must be 
righted. Political passions have been running so high and are 
so aggravated by material distress, that I do not feel that a 
start can be made from the political end. _ 

There is a school of thought which holds that revolutions 
can be prevented by expanding your police force. I have never 
subscribed to that doctrine, and if means can be devised by 
which a man can enjoy his life in comparative peace in the 
security of his home, much will have been done to quench 
in him the spirit of revolt. 

By saying that I do not wish to applaud complacency. The 
reformer is a very different person from the advocate of 
violent revolution. I believe firmly in restoring to the world 
conditions in which the reformer may flourish. It should be 
possible to recapture the days when man thought that he was 
marching towards a golden age. Now the world is haunted 
by fears—fears of aggression, fears of the police, fears of the 
— bomb. Nothing can grow ¢ yperly in such an atmosphere 
as that. 

This evening you may have expected from me a closer 
analysis of world problems. I do not think that there is any 
need to make one. We are in one of those moments of history 
where the choices before mankind are only too plain. To 
labor them is to confuse them. It remains only for me to 
say that my hope has been quickened by Mr. Marshall’s offer, 
and I beg you to reflect upon it, spread its implications far and 
wide among those who are ignorant of them, for in so doing 
you will not only be helping Europe, but you will be helping 
yourselves. 
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Clue to Soviet Stand 
On Recovery Plans 


Will Clayton, U. S. Under Secretary 
of State for Economic Affairs, is under 
explicit instructions to advise Europe 
that the Marshall Plan is not a hand- 
out. Clayton’s superior officer, George 
Marshall, wants it clearly understood 
that Europe is going to have to give 
in order to receive. 


oo 9 


The U.S. is growing tired of the 
way in which Russia has kept the Chi- 
nese port of Dairen sealed up. An 
American move to reopen the area, 
however, will be on behalf of U.S., 
not Chinese, interests. 


o.6Uco8lCU8 


If in July Soviet Foreign Minister 
V. M. Molotov clings to the line Mos- 
cow took in June, he will argue that 
the Marshall Plan must give priority 
to Russian needs, and must leave it to 
the Kremlin to decide how any U.S. 
goods and dollars should be used in- 
side Russia. 


ooo 


A clue to Russia’s position on Amer- 
ican ideas for European recovery was 
dropped at the Geneva meeting of the 
U.N.’s Economic Commission a few 
weeks ago. Soviet leaders insisted then 
that areas most heavily damaged by 
war should be rebuilt first, that out- 
side help should come without politi- 
cal strings, and that the plan for recon- 
struction should not infringe on the 
severeignty of any European nation. 


o 0 O 


Privately, officials of the United 
Nations fear that when the chips are 
down the Marshall Plan may by-pass 
the U.N. as completely as the Tru- 
man program for Greece and Turkey 
did. At the outset, the U. N.’s Econom- 
ic Commission for Europe was not 
consulted about the new U.S. idea 
either officially or unofficially. 
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Possibility of Accord 
On Pact for Austria 


The World Bank, actually may be 
putting a higher priority on Polish 
coal than on Ruhr coal. A credit to the 
Poles of around $150,000,000, half for 
coal-mining machinery and half for 
harbor improvement, is close to final 
approval. 


o 0 90 


John McCloy, former War Depart- 
ment associate of General of the Army 
Marshall but now president of the 
World Bank, is confusing some by- 
standers by suggesting that the Bank 
might help to finance the recovery of 
coal production in Germany’s Ruhr. 
Officials outside the Bank can’t figure 
out whether McCloy is operating 
within the Marshall strategy, outside 
of it, or merely ahead of it. 


oo 90 


American and Russian negotiators 
on the terms of peace for Austria are 
beginning to get a little closer to- 
gether. U.S. officials now say, cau- 
tiously, that a compromise with Mos- 
cow over Austria may be possible. 


oo 90 


Delay in reviving Western Germany 
is increasing the likelihood that the 
whole burden soon will be shifted to 
the shoulders of the United States. As 
it is, one seventh of the American loan 
to Great Britain is being absorbed in 
British purchases of food and supplies 
for Germany. Britain’s dollars may 
run out this winter. 


o 0 90 


A good deal of worry and uncer- 
tainty preceded the U.S. sale of sur- 
plus bullets to Generalissimo Chiang 
Kai-shek. Some members of Presi- 
dent Truman’s Cabinet have become 
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Speed-up in Securing 
Treaty With Japan 


alarmed over the rate at which 
Chiang’s China seems to be falling 
apart. What they fear is that the Com- 
munists may be moving toward 
actual control of 450,000,000 Chinese. 


o 0 90 


Mood of American treaty negotiat- 
ors is to push through to a final peace 
with Japan whether the Russians go 
along or not. 


oo 90 


A peace treaty with Japan may be : 


signed, sealed and delivered before 
Allies come near an agreement over 
terms for Germany. Washington offi- 
cials are hurrying plans for a formal 
conference on a Japanese treaty, first 
session may be held before Christmas. 


o 0 Oo 


Secretary Marshall, on the basis of 
his experience in China, is not yet 
convinced that the Communists can 
actually win control over the whole 
country. Marshall is willing to sell sur- 
plus ammunition which is of. the 
wrong caliber for U.S. use anyway, 
but he still resists the rather frantic 
proposals of some of his Cabinet 
colleagues to go all out for Chiang. 


oo 9 


Gist of Marshall’s private message 
to European leaders is this: There 
isn’t a chance that the U.S. Congress 
will vote any new aid to Europe un- 
less and until the Continent puts into 
the pot its own resources of money, 
commodities and a will to produce. 


000 
A uranium scare has all the secret 
police and international spies in Rome 
on edge. Three hundred grams of the 
atomic material, at a million lire per 
gram, is known to be up for sale. 


Yugoslav and Russian agents are fall- 
ing over each other to get it. 
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Calling Great Britain... 2... 





GREAT BRITAIN—What have you to sell to America? 


Whatever you have to offer—chinaware, electrical equipment, 
leather goods—advertise them here to the 112,000 world-minded 
subscribers to WORLD REPORT. This is the first market in 


America to cultivate, for several reasons— 


Firstly ... Every reader of WORLD REPORT is intensely 
interested in world affairs, 


Secondly ... Almost all of the readers of WORLD REPORT 
are located in the United States and Canada. 


Thirdly ... This is the first time that more than 112,000 
world-minded people have been gathered into a single 
audience served by a single magazine. The majority 
are men in responsible positions in a great variety of 
industries and businesses. Their purchasing power is 
considerable. They are men with vision and they have 
the authority to specify and decide what to import and 
from whom. 


> 


2 yo Send for advertising rates and 

f & yt | detailed information regarding 
LT i sm this unique market—either di- 
As ys rect or through your advertising 


representatives. 


VA wt WORLD REPORT 


CU 
Lf 30 Rockefeller Plaza 


New York 20, N.Y. 
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The only magazine of its kind—re- 
porting, interpreting and forecast- 


ing the news of international affairs. 
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Uvery glorious drop of Old Grand-Dad more 
than fulfills the promise of mellow goodness implied by its 
lustrous amber color. For here is a grand Kentucky 
straight bourbon whiskey whose reputation has been gained solely 
on its distinctively fine qualities — qualities which have won 


it a proud place at the Head of the Bourbon Family. 


\\\) National Distillers Products Corporation, New } ‘ork 
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